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” 1900 * THE MIRACLE OF AMERICA *® 1950 g 
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It's no stretch of the imagination, rather, robust realism to call our past hall 
century a Miracle—U.S.A. 

America has set an amazing record of progress in 50 years — but a moment 1 
the history of civilization. A record unequalled by any other political or economi 
system. 

Merely by broad brush strokes, we can all visualize this miracle. Remember th 
crystal set, the hand-cranked car, the biplane? A far cry from our FM radio, tele- 
vision, hydro-matic drive and supersonic planes. 

And here’s another phase of the miracle that went hand-in-hand with these an 
the myriad of intertwined technological advances — ranging from the radio telephon 
and Bakelite to the X-ray tube and teletype ... and to atomic energy and its un 
told potentialities. 

Since 1900 we have increased our supply of machine power 4% times. 

Since 1900 we have more than doubled the output each of us produces for 
every hour we work. 

Since 1900 we have increased our annual income from less than $2400 per 
household to about $4000 (in dollars of the same purchasing power), yet... 
Since 1900 we have cut 18 hours from our average work week —equivalent to 
two present average workdays. 

How did we do it? The basic cause for this composite miracle has been th 
release of human energy through FREEDOM, COMPETITION and OPPORTI 
NIVFY. And one of the most important results is the fact that more people are ab 
to enjoy the products cf this free energy than in any other system the world bi 


ever known. 


THIS IS THE MIRACLE OF AMERICA . . . it’s only beginning to unfol 
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HELPING THEM 
OVER THE HURDLES 


" 
I IVE years ago New England Mu 
tual instituted a postwar training 
program designed to help new agents 
clear the many hurdles found in this 
exacting business. Since that time 
the “coaches” have held thirteen spe- 
cialized training courses with a total 
enrollment of 286 men who were in 
their first year with the Company. 

Results of this instruction program 
indicate that carefully selected first- 
year men who have the advantage 
of good training . . . be it received at 
the Home Office or in the Agency it- 
self . . . enjoy greater success in the 
business. Graduates of these courses 
during the past few years are already 
averaging well over $200,000 annual 
production. 

In addition to this special training 
program for new agents, the Com- 
pany also sponsors Home Office 
courses for general agents, super- 
visors, and advanced underwriters. 
Recently added to the instruction 
program is a highly specialized 
course in estate analysis, and also 
an up-to-date manual on pension 
trusts. 

Experience has proven to New 
England Mutual the value of devot- 
ing time and energy to comprehen 
sive training programs designed to 
give agents the good “coaching” 
needed for successful life insurance 
careers. 


The 
NEW ENGLAND 
MUTUAL 


Life Insurance Company 


THE FIRST M a LIFE INSURANCE 


MFANY CHARTERED IN AMERI( 
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THIS ISSUE: The tendency to 
reflect on events of the past year, 
review them carefully and use 
them as guides for the year ahead, 
has been an important considera- 
tion of American business. Each 


January THE SPECTATOR presents 


a comprehensive and analytical 
study of the past year in life in- 
surance. The author of this ar- 
ticle is Clarence C. Klocksin, legis- 
lative counsel, Northwestern Mu- 
tual Life. 

Accident and health insurance 
deserves particular prominence 
and with that thought in mind the 
managing director of the Health 
and Accident Conference, C. O. 
Pauley, has written a review of 
that phase of insurance for this 
issue. 

This month THE SPECTATOR in- 
augurates a series of twelve sales 
articles by Kenilworth H. Mathus, 
a contributor of many years’ 
standing. Entitled ‘“Here’s an 
Idea,” the articles pack solid sell- 
ing ideas gleaned from Mr. Mathus’ 
twenty years in the insurance busi- 
ness and his background in sales 
and advertising. 

Halsey Josephson has a mes- 
sage of vital significance in this 
month’s “Passing Judgment.” We 
guarantee that this article is go- 
ing to stir up interest. 


ROUNDUP: Robert M. Green, a 
Prudential v. p. since 1938, will 
direct Canadian operations of that 
Company ... the new Canadian 
home office is in Toronto... Leroy 
C. Cushman, editor of the Mass. 
Mutual’s monthly field publication, 
The Radiator, has retired after 33 
years of active service... we hap- 
pened to be visiting Springfield 
and the Mass. Mutual the dav Mr. 
Cushman retired and after wish- 
ing him well we congratulated 
Bill Hogg, who assumes editorial 
responsibility for a publication 
that has won 11 LAA awards since 
1933 “The Old Black Hen,” 
Monumental Life’s field and office 
force magazine, has quite a report 
on that Company’s celebration oc- 
casioned by the attainment of over 
one hundred million dollars in 


News and Comment 


—_—— 





— 


ussets company employees 
from 61 branch offices located ip 
14 States and the District of Co- 
lumbia journeyed to the Baltimore 
home office for the event. 


SNDORSEMENT: THE SPECTATOR 
annual endorsement number is be- 
ing very well received throughout 
the country and we’ve been get- 
ting many nice letters commenting 
on its value. Here’s a letter from 
Judd C. Benson, president of the 
NALU, greatly appreciated by 
those of us who worked on this 
issue: 

New York. N. Y. 
Kprror, THE SPECTATOR: 

Last evening I had an oppor- 
tunity to review quite carefully 
the 1949 Endorsement Number 
of THE SPECTATOR. 

Permit me to extend to you 
my compliments upon having 
assembled such an outstanding 
composite endorsement of the 
life insurance business from our 
leading men in public and busi- 
ness today. 

The field forces of America 
are greatly in your debt for 
having presented this in such a 
way that it will be useful to all 
of us in our daily work. 

Jupp C. Benson 
President, National Associ- | 
ation of Life Underwriters 


JUST TWENTY-FIVE YEARS 
AGO: The big news in January, 
1925, was the report of the Asso- 
ciation of Life Insurance Presi- 
dents on the financial status of 
the industry . . . 1924 was consid- 
ered the most productive year in 
the history of life insurance . . . but 
now compare the following figures 
against those quoted by LIAA 
General Manager Bruce Shepherd 
at the Association’s annual meet 
ing (page 20) new ordinary 
life insurance business during 
1924 totaled $6,584,000 . . . new it 


dustrial business amounted to 
$1,963,000,000 .. . new group insur 
ance business aggregated $598, | 
000,000. 
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LIFE INSURANCE PROGRESS 1940-49 


$2,700 


$1,800 


(dd: 


1940 1949 1940 
Life Insurance Owned 


Per Policyholder 








1949- CU 80,000,000 Policyholders 
$740 


(CAAA 


1949 
Compony Assets 
Per Policyholder 


INSTITUTE OF LIFE INSURANCE 


Life Insurance !" 


HIS country's 80,000,000 policyholders— 
through new purchases amounting to $23 
230,000,000 — increased their ownership of 
$213,400,000,000. Afte, 


accounting for policy maturities and ter. 


life insurance to 


minations, the net increase during the pas 
year was more than $12,000,000,000. 

This is the fourth consecutive year of rec 
ord purchases at or near the $23,000,000. 
000 mark, which is double the pre-war leve 
Nearly $100,000,000,000 of new life insur. 
ance has been purchased since the end o 
the war. This is as much as the total amount 
owned in the United States in 1935. Pay- 
ments by the companies reached a peak o} 
nearly $3,500,000,000 in 1949, a 50 per cent 


increase in six years. 








Ses ething Ol 


HE doctrine that peace of mind is a by-product 

of self reliance perhaps dates from man himself. 
Truly, the acceptance by men of personal respon- 
sibility for the welfare of their families has been 
given expression throughout the progress of civil- 
ization by some adaptation of life insurance. 

The first sentence of one of the pioneer primers 
on life insurance published over one hundred years 
ago reads: “The principle will be conceded that no 
man is entitled to be maintained from the earn- 
ings of others while he has the means of maintain- 
ing himself; and that it is the bounden duty of 
every man not only to support himself and family. 
but to the best of his ability to provide the means 
by which they may be secured from want in the 
event of his death, whenever that may take place. 
If this principle were acted upon, our workhouses 
would be less thronged, and we should be a hap- 
pier and less taxed people.” 

The principle is as true today. Life insurance 
is even now a means to that end. Life insurance 
men, as good citizens mindful of their obligation 
to society, would be of service to their fellows by 
preaching the old doctrine of self reliance. 
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ALSEY JOSEPHSON in this month’s Passing 

Judgment seems to have uncovered a life 
insurance practice that needs immediate revision. 
Surely he is the first to open for discussion what 
appears to be an obvious oversight in the other- 
wise faultless premium calculations of the actu- 
aries. Should his observations prove as right as 
they seem obvious, Mr. Josephson has made a real 


contribution to the science of life underwriting ' 


and The Spectator commends him for his acumen 

His discovery is most significant as it is a re 
minder that every belief, principle and method, 
no matter how long accepted, must be constantly 
subjected to reexamination. Sometimes it conti 
ues to stand up; sometimes changed conditions ne- 
cessitate revision; and sometimes—infrequently 
to be sure—it is proved totally fallacious. In any 
event, reexamination is one of the most important 
characteristics of intellectual probity. 

Measured in the light of public relations, iD 
which life insurance is most interested, proper 
adjustment of the final waiver of premium pay- 
ment is of paramount importance and must b* 
undertaken at once. 
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BT. A.V. Callen 


Editor THE SPECTATOR 


ce In Action 


RAINED observers on the American scene of business and economics in- 

dicate that 1950 holds attractive prospects for prosperity. Experts on 
finance and industry report in optimistic vein—each of their specialty. 
There is a bull stock market reflecting healthy business last year and now, 
with continuation thereof in evidence. Retailers seem as one that unit sales 
and dollar volume will equal or surpass 1949. Foreign trade will be on peak 
levels and in better balance with imports greatest in history and exports but 


olders— 
to $23. slightly less. Construction expectation and contracts, both public and pri- 
rship of vate, give reason to assume a year of activity. 

After —— = , . 
ilk tee Similar notes of faith that industry will flourish, that men will thrive 
he post and that the nation will expand its wealth and welfare in peace re-echo from 


. every industry. The railroads expect to profit by industrial affluence. Mil- 
- of rec lions will use, for the first time this year, telephones, public utilities and a 


00,000. multitude of time and labor saving appliances. More automobiles will be 
ar leve purchased. Agriculture has assurance of solvency. The need of modern 
phew farm machinery grows apace. There are hopes of labor peace and money 
wanes available for all who would work. Savings and investments are sure to rise. 
5+ Pay. Last year, life insurance enjoyed the confidence of the people of the 
pom ¢ United States beyond precedent. About eighty million—more than half the 
ls population—owned life insurance in excess of two hundred and thirteen 
billion dollars. Life insurance continued as a weapon by which men give 
continuity to the financial security enjoyed despite death or adversity. Life 
) insurance with pension, disability and hospitalization, as never before per- 
mits the individual to gain financial independence. Life insurance will close 
1950 with more than two and a quarter billions of dollars in force. 
Something evened Something » 

HE life insurance business in the aggregate HE admitted assets of all legal reserve life 
SSINg has not, in my opinion, become too big for the insurance companies at the end of 1949 totaled 
| life} big job it has to do for our people. It is my sin- more than $59.3 billion, increasing some seven per 
SiON. cere belief that, on the contrary, our people need cent during the year. 
what more insurance protection than they now carry Typical of the financial pressures to which our 
ther- and that satisfactory protection would produce economy has been subjected is the changing re- 
actu- a larger life insurance industry than now exists. lationship over the years between life insurance 
nt as In 1925, average national income per family resources and the public debt. 
| real = was approximately $2,700 per year and the aver- From it one may realize the growing influence 
iting age life insurance protection per family was of government as contrasted with private finance. 
men $2,400. That seems to me to be on the low side In 1929 the admitted assets of life insurance 
a re for insurance. Yet by 1948 the average annual were about $17.4 billion and the Public Debt of 
thod, Income per family had more than doubled and the United States was $16.9 billion. By 1939 life 
antly stood at $5,600. The average insurance protec- insurance assets had risen to $29.2 billion while 
nti Won per family in 1948 had just doubled, i.e., was the Public Debt was $40.4 billion. At the end of 
sne-} $4,800. Frankly, I think it would be much better 1949 the debt was about $250 billion while life 
ontly tor the nation if the life insurance business were insurance assets were only $59.3 billion. 

any | Providing the average family insurance protec- Life insurance has grown well both in size and 
‘tant pA capital sum and frequently the family’s in service to the nation and its citizens. However, 

only capital—of twice a single year’s income... . by comparison with growth of government it has 
, in | As I have pointed out, the size of our aggre- not maintained its relative position. Twenty years 
oper _ life insurance industry disturbs me only ago life insurance exceeded the public debt. Now 
pay- ecause it ought to be bigger to do the job our it is not a quarter of that item. Perhaps life in- 
t be peopie need.—Carrol M. Shanks, President, Pru- surance should look into the bigness of govern- 
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O year for a decade held so 

much of absorbing interest for 
life insurance as the one just end- 
ing. 

Opening last winter with an in- 
quiry by the Joint Legislative Com- 
mittee of New York State into the 
size and growth of life insurance 
companies and their mounting in- 
vestments in direct placement loans, 
the scene soon shifted to the na- 
tional capital where Congressman 
Celler and Senator McCarran were 
collaborating on a full-scale investi- 
gation of the life insurance busi- 
ness. 

In the same interval nearly all 
state legislatures convened in regu- 
lar session along with the first ses- 
sion of the Eighty-first United 
States Congress. A subcommittee 
on investments of the Joint Com- 
mittee on the Economic Report, 
headed by Senator O’Mahoney, be- 
gan an inquiry into investments 
and investment practices, including 
those of life insurance compa- 
nies. Following extended discus- 
sions with Treasury officials, the 
Joint Committee on Federal Income 
Taxation of the American Life 
Convention and Life Insurance As- 
sociation of America appeared be- 
fore a subcommittee of the House 
Ways and Means Committee and 
agreed to a stop-gap tax formula 
which included certain retroactive 
taxation of the companies. These 
and other developments of the year 
will hereinafter be recorded. 


High Sales Volume 


It is almost incredible to contem- 
plate that the volume of new busi- 
ness for the past year will run equal 
to or slightly above the prodigious 
total production of a year ago. The 
approximate amount has _ been 
placed at 23% billion dollars. Not- 
withstanding the slow-down in gen- 
eral business conditions last spring, 
the field forces of life insurance 
have closed another outstanding 
year. It is a pleasure and a privi- 
lege to felicitate them for the huge 
volume of business written and for 
their high caliber job in general. 


Growing Totals 


As a result of the year’s opera- 
tions the total amount of life in- 
surance in force has risen to an 
estimated $214,000,000,000, insur- 
ing approximately 80,000,000 pol- 
icyholders. The combined assets of 
the companies rose to about $59,- 
300,000,000 or a gain of $3,800,000,- 
000 for the year. Disbursements 
to policyholders and beneficiaries 
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OF THE 


YEAR 1948 


amounted to $3,500,000,000, of 
which death claims were about 
$1,500,000,000, the balance repre- 
senting payments to living policy- 
holders. All of the gains reflect 
healthy growth and progress in the 
life insurance business. 


Surrender and Policy Loans 


Following a trend that began a 
year ago voluntary terminations of 
insurance by cash surrender have 
increased by approximately 22 per 
cent over the 1948 total. Policy 
loans and premium notes have risen 
more gradually and at the end of 
the year stood at about $2,225,000,- 
000, an increase of $171,000,000 or 
about 8 per cent over the total a 
vear ago. 


Investment Conditions 


Bond prices were relatively high 
throughout the year with yields on 
high grade securities in a definite 
downward trend during the last 
half of the year. Holdings of United 
States Government Bonds at the 
year-end were approximately $15,- 
175,000,000, representing a little 
over one-fourth of the total assets 
of the companies. The combined 
bond account stood at about $39,- 
275,000,000. 

Mortgages are again in an ad- 
vantageous position in the com- 
petitive investment market. Total 
mortgages owned rose to approxi- 
mately $12,875,000,000, just over 
$2,000,000,000 more than a year 


ago. 


Farm mortgages increased from 
$987,288,000 to about $1,150,000- 
000. Total real estate holdings rose 
to approximately $1,250,000,000. 

The effect of the Government's 
long-range housing program is no! 
expected to be felt very much in the 
first year or two of its operation 
nor so long as private constructior 
retains a substantial hold on the 
home building program. 


Interest Rates 


The money supply remained at 4 
high level and the expected im- 
provement in interest rates failed 
to materialize. In this connection 
it is well to bear in mind that the 
average assumed interest rate in 
company reserves is steadily dimin- 
ishing. 


No early change is looked for in , 


the Treasury’s policy on _ interest 
which has so largely contributed te 
the low rates that have prevailed in 
recent years. There are, however, 
some indications that the Treasur) 
will be confronted with an increa‘- 
ing excess of redemptions over 
sales. A definite trend in this direc- 
tion has already set in. 

The nature of the problem in the 
next few years may best be seen it 


a look at the maturity schedule of | 


the small Series D and E savings 
bonds. In 1950 about $1,100,000,- 
000 of the small bonds will mature. 
in 1951 about $1,500,000,000; im 
1952 about $3,900,000,000; in 195° 


About 80 per cent of the total | 
represented mortgages on homes 
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about $5,600,000,000 and 1954 about 
$6,300,000,000. 

It is believed the larger Series F 
and G bonds will not provide as 
serious a problem since they are 
held by the more substantial in- 
vestors who are likely to renew 
their holdings. 

Private Placements 

Although direct loans to business 
corporations have been made by life 
insurance companies for some peri- 
od of time, no public criticism of 
the practice was heard until the 
acceleration in the amount of such 
loans occurred during the last few 
vears., 

Direct loans have afforded a sim- 
ple and flexible means of financing 
with advantages to the parties con- 
cerned in that registration, issue, 
underwriting and distribution costs 
are eliminated. The registration 
provisions of the Securities and 
Exchange Act do not apply to se- 
curities which are not offered to 
the public, the purpose of the Act 
being to protect investors by re- 
quiring registration and full de- 
scription of securities offered for 
public 


sale, 





Heavy Legislative Year 

Forty-four states and the United 
States Congress held regular 
sions during the past year. 

There was some early apprehen- 
sion about the probable recommen- 
dations of the New York State 
Joint Legislative Committee in rela- 
tion to controlling the growth of 
the companies and to limiting their 
direct placement loans. Such loans 
were under close scrutiny of the 
Joint Committee which had under 
consideration a proposal to limit. 
in accordance with a formula, the 
amount of money that could be in- 
vested in one enterprise. It was 
found that such loans gave the com- 
panies no control over the loan mar- 
ket, nor over the management of 
the industries to which the loans 
were made. 

Superintendent of Insurance Di- 
neen refused to approve the for- 
mula in question and the Committee 
thereupon abandoned it in favor of 
a proposal limiting the amount that 
could be invested in any one busi- 
ness concern of 5 per cent of a life 
company’s assets. The Legislature 
passed this proposal and the Gov- 
ernor approved it. 


ses- 


by 
Chaw €. 


~ Kf ochein 


Legislative Counsel 
Northwestern Mutual Life 


The hearings apparently satisfied 
the Committee that the present 
statutes of New York, relating to 
the amount of new business that 
may be written by a company in 
any one year, were adequate for the 
purpose of regulating the size and 
growth of the companies. 

The states of New York, New 
Jersey, Connecticut, Massachusetts 
and Pennsylvania enacted laws un- 
der which the domestic life insur- 
ance companies of said states will 
contribute according to their assets 
up to $250,000 in order to defray 
the expenses of the Committee on 
Valuation of Securities of the Na- 
tional Association of Insurance 
Commissioners. 

Several additions to the staff of 
experts assisting the Committee 
have already been made. It is an- 
ticipated that other jurisdictions 
will follow the example of the states 
referred to by enacting similar 
legislation. 

A wide diversity of proposals af- 
fecting the life insurance business 
were introduced into the legisla- 
tures generally, but none seriously 
objectionable was enacted into law. 
Policy loan interest bills were in- 
troduced in Massachusetts and New 
York, while a proposal for savings 
bank life insurance was again of- 
fered in Pennsy!vania. Compulsory 
investment proposals appeared in 
Maryland and Nevada. 

The Wisconsin legislature enact- 
ed into law the model agents’ 
qualification bill sponsored by the 
National Association of Life Un- 
derwriters. Proposals of a similar 
nature failed to pass in several 
other jurisdictions. 

By far the greatest effort in the 
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yeneral legislative sesisons was cen- 
tered on the passage of the All-In- 
dustry Committee’s bill known as 
the Fair Trade Practices Act which 
had previously been approved by 
eighteen states. The purpose of 
uniform state legislation on fair 
trade practices is to prevent the 
Federal Trade Commission from 
assuming jurisdiction over the in- 
surance business. Six legislatures 
passed the uniform bill in 1949, 
raising to twenty-four the number 
of states having such statutes in 
force. 

In order to give state courts jur- 
isdiction over an unauthorized in- 
surer, the All-Industry Committee 
in 1948 drafted an Unauthorized 
Insurers Service of Process Act 
which was approved by the Na- 
tional Association of Insurance 
Commissioners for submission to 
state legislatures. As a result, laws 
based on this proposal were enacted 
in fourteen states the past year. 

Compulsory disability benefit leg- 
islation failed to make much head- 
way. Only New York state com- 
pleted action for such coverage. The 
state of Washington enacted a com- 
pulsory disability benefit bill which, 
before it can become effective, must 
be approved in a referendum elec- 
tion next year. Rhode Island, Cali- 
fornia and New Jersey, had pre- 
viously adopted compulsory disabil- 
ity benefit programs. 


Mail Order Trade Practices 


Following a number of confer- 
ences with mail order insurance 
companies doing principally an ac- 
cident and health insurance busi- 
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ness, the Federal Trade Commission 
on April 28, 1949, released the text 
of its proposed trade practice rules 
directed toward prevention of un- 
fair competition and _ deceptive 
trade practices in the mail order 
insurance industry. A hearing on 
the proposed rules was held on 
May 25, 1949. 

All lines of insurance have mani- 
fested a close interest in the devel- 
opments before the Commission. 
Final promulgation of its rules in 
this connection have been antici- 
pated for some time, but it now 
seems likely the Commission will 
await the outcome of the Travelers 
Health Association case in which 
the Commonwealth of Virginia 
seeks to require the Nebraska con- 
cern to obtain a Corporation Com- 
mission’s securities license in order 
to sell its policies in Virginia. The 
Virginia courts sustained the Com- 
monwealth’s position and the case 
is on appeal to the United States 
Supreme Court. 


Insurance Commissioners 


The liaison committee of the Na- 
tional Association of Insurance 
Commissioners contacting Congress 
and the Federal agencies has ren- 
dered effective help in determining 
the extent of the jurisdiction of the 
Federal Trade Commission with 
reference to the unlicensed mail 
order insurers. 

The committee has been keeping 
an ever-watchful eye on the effec- 
tiveness of U. S. Public Law 15 
under which Congress granted to 
the states the right to supervise the 
business of insurance. The Insur- 
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ance Commissioners are of the .t 
lief that legislation passed by th} 
states since the Supreme Court’! 
decision in the Southeastern Under.t 
writer Association’s case has bee 
in substantial compliance with th 
Federal law. Strengthening of stat. 
insurance laws is to continue. An 
move in Congress to alter the pres. 
ent pattern relating to regulatia 
of insurance is certain to draw fir! 
from the insurance commissioners 
organization. 


United States Congress 


Shortly before adjournment 
Congress the Chairman of the 
Ways and Means Committee ap. 


pointed a subcommittee of seve 
members to study the question oj 
life insurance company taxation 
The Chairman had previously intro- 
duced a joint resolution to amen 
the existing tax law by freezing the 
reserve and other liability credit o/ 
life insurance companies at 92 per 
cent and to apply said ratio for the 
years 1948 and 1949. It was gen 
erally believed the Treasury had 
sponsored said plan. The revenue 
yield under the proposal was esti-| 
mated at $90,000,000 for the two) 
years. 

The subcommittee held a hearing 
on October 25 which was attended 
by the joint committee on Federal 
income taxation of the Life Insur-} 
ance Association of America ani 
the American Life Convention. At} 
said hearing the joint committe, 
opposed the 92 per cent Treasury 
plan and suggested instead that the 
average valuation rate of the life} 
insurance industry be adopted with | 
no retroactive tax liability. After 
some discussion of the average 


valuation method the chairman of | 


the subcommittee informed the life 
company committee that his sub- 
committee was ready to recommend 
the 92 per cent plan and at the same 
time offered to approve instead the 
average valuation rate if applied 
to the years 1947, 
The tax yield for the three years 
was estimated at $90,000,000. 


Favors Average Valuation 


The subcommittee thereupon set 
October 30 as a hearing date for 
any individual 


and at said hearing the Equitable 


Life Assurance Society and North | 


western Mutual Life appeared be 
fore the subcommittee in favor of 
the average valuation rate but 2 
opposition to the retroactive tax 
features under consideration. The 
Acacia Mutual presented a proposal 


1948 and 1949. | 


companies _ that } 
might wish to testify in the matter, | 
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to apply the tax on the basis of 50 
per cent of an individual company’s 
experience and 50 per cent on the 
average of the industry. 

On November 1 the joint commit- 
tee of the life insurance associa- 
tions appeared before the House 
subcommittee and approved the 
average valuation rate for the years 
1947, 1948 and 1949. The subcom- 
mittee is expected to recommend 
this plan to the full Ways and 
Means Committee as temporary or 
stop-gap legislation, leaving the 
matter of a permanent tax plan for 
further study. 


Social Security Act Revision 


Amendments to the Federal So- 
cial Security Act as passed by the 
House shortly before the adjourn- 
ment of Congress contained greatly 
liberalized old age and survivors in- 
surance benefits. 

The bill (H. R. 6000) does not 
contain as many undesirable fea- 
tures as some of the Social Security 
measures that were before the 
Ways and Means Committee last 
winter. Inasmuch as the original 
intent of the framers of the act 
was to provide a subsistence level 
of old age and survivors insurance 
benefits, it is probable that the 
Senate will make some reduction in 
the proposed benefit formula. There 
is considerable objection also to the 
proposed increase in the wage base 
from $3,000 to $3,600. In view of 
the fact that the Social Security 
contributory payroll taxes will be 
increased from 1 per cent to 1% 
per cent in 1950, it is reasonably 


certain that Congress will approve 
some increase in old age and sur- 
vivors insurance benefits over the 
present law. The tax rate is to rise 
to 2 per cent in 1951 and to so re- 
main until 1960. Thereafter the 
rate is to be 3 per cent each on 
employer and employee. 

Compulsory coverage for total 
and permanent disability as pro- 
vided in the bill is regarded by 
many as no more than an idle 
dream, the cost of which no one 
knows except that during adverse 
economic times it may run into bil- 
lions. It is generally believed that 
vigorous opposition to the proposed 
coverage will be voiced in the 
Finance Committee’s forthcoming 
hearings. 


Agents’ Coverage 


The mooted question of how life 
insurance agents should be covered 
for old age and survivors’ insurance 
benefits, whether as employees, in- 
dependent contractors, or as self- 
employed individuals, will likely be 
settled by Congress within the next 
few months. 

The National Association of Life 
Underwriters is on record as favor- 
ing coverage of the agents as em- 
ployees and the pending Social Se- 
curity revision bill proposes to 
cover full-time life insurance sales- 
men by redefining the term “em- 
ployee.” A number of life insur- 
ance companies and their agents 
have proposed coverage through 
utilization of the self-employment 
provisions of the act with a proviso 
that the companies contribute one- 


half of the tax liability therefor. 

Some companies and agents have 
suggested a special formula to 
cover the agents as independent 
contractors. Last, and perhaps the 
least in number are the companies 
and agents who are opposed to any 
form of coverage of agents under 
the act. 


National Health Program 


The Administration’s national 
health program thus far has failed 
to gather substantial support in 
Congress and it is not expected to 
gain enough strength to pave the 
way for passage at the coming ses- 
sion. In any event it seems to be 
the intent of the sponsors of the 
program to keep on pressing the 
issue into the next Congress or 
until it has been decided. 


Pension Trends 


The trend toward establishment 
of workers’ retirement benefits has 
been greatly spurred through the 
collective bargaining process. Set- 
tlement of the steel and automotive 
workers’ demands for pensions on 
the basis of $100 per month, includ- 
ing Social Security, has more or 
less set the pattern for the demands 
of many other industrial workers 
in future bargaining Cases. 

Since the surge for pensions has 
become so widespread the matter 
should be viewed from the stand- 
point of its ultimate cost and the 
ability of the American business 
economy to support and maintain 
it. Medium and small sized con- 
cerns as a rule cannot afford to 
spend as much for this purpose 
as the large ones do. 

Pension specialists face a heavy 
responsibility in advising their 
clients on the adaptability, sound- 
ness and cost of proposed programs. 
Any pension floor laid for indus- 
trial workers is bound to enhance 
the claims or rights of office work- 
ers, supervisory heads and manage- 
ment people for adequate coverage. 


Subcommittee on Monopoly Power 


When the joint resolution intro- 
duced by Chairman Celler of the 
House Judiciary Committee, and 
Senator McCarran, Chairman of 
the Senate Judiciary Committee, 
for a full-scale investigation of the 
life insurance business, failed of 
approval, Chairman Celler appoint- 
ed a subcommittee of the House 
Judiciary Committee to study the 
effect of the Federal anti-trust laws 
on general business operations. 

The subcommittee began hear- 
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ings last summer when witnesses 
from several lines of business and 
professions gave testimony. With 
specific relation to life insurance 
the chairman of the subcommittee 
appeared to believe that some of the 
companies have grown too large 
and that their investment and re- 
lated practices have tended to be- 
come monopolistic. President L. A. 
Lincoln of the Metropolitan Life 
testified before the committee last 
August and answered questions 
that were raised at that time. 

The hearing took on an added in- 
terest for life insurance when the 
heads of nine companies testified 
before the subcommittee late in 
November. The companies were: 
Midland Mutual Life Insurance 
Company, National Life Insurance 
Company, Home Life Insurance 
Company, Durham Life Insurance 
Company, Acacia Mutual Life In- 
surance Company, Prudential In- 
surance Company of America, 
Mutual Benefit Life Insurance Com- 
pany, Security Mutual Life Insur- 
ance Company and Equitable Life 
Assurance Society. The testimony 
of the witnesses made a favorable 
impression on the subcommittee 
and the consensus of observers was 
that there will be no recomenda- 
tions to Congress on the basis of 
the hearings. 


Committee on Economic Report 


A subcommittee on investments 
of the Joint Committee on the Eco- 
nomic Report held hearings late in 
the year in relation to the influence 
on the economy of investments 
made by financial institutions, in- 


cluding those of life insurance 
companies. 

The subcommittee’s main con- 
cern was about the diminishing 


supply of equity capital for busi- 
ness enterprise and next the failure 
of the life companies to make loans 
to small business. The practice of 
making direct placement loans was 
also examined. President Lincoln 
of Metropolitan Life testified that 
savings through life insurance had 
a relatively small effect on the 
diminishing supply of equity capi- 
tal and called attention to commer- 
cial and savings bank accounts, 
savings and loan association shares 
and war savings bonds as some of 
the main sources of supply. He 
suggested that if small business 
would come to his company for 
loans instead of to the Government, 
it would fare better. 

The heads or financial officers of 
several other life insurance com- 
panies testified before the subcom- 
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mittee. They brought out that 
many small businessmen are being 
accommodated through mortgage 
loans on their properties. All of 
the witnesses stood staunchly by 
the companies’ practice of making 
direct placement loans. There was 
an atmosphere of friendly co-opera- 
tion as the witnesses sought to help 
the subcomittee in relation to in- 
vestment operations. 


N. L. R. B. Cases 


In September, 1948, Mrs. Nola 
Patterson, a life insurange agent 
of Atlanta, Ga., filed charges with 
the Regional Office of the National 
Labor Relations Board against the 
National Association of Life Un- 
derwriters and 183 life companies 
alleging certain violations by them 
of the National Labor Relations 
Act. The N. A. L. U. and the com- 
panies entered general denials 
thereto. On July 27, 1949, a settle- 
ment agreement in the matter was 
entered into between the compa- 
nies, the National Association of 
Life Underwriters and the Regional 
Director of the Board on the basis 
of which the Regional Director de- 
clined to issue complaints in the 
matter. 

In October Mrs. Patterson filed 
new charges with the National 
Labor Relations Board alleging 
that five life insurance companies 
had violated Section 7 of the Na- 
tional Labor Relations Act. She 
contended that the companies’ 
agents advisory committees are in 
fact “labor organizations” and as 
such are controlled or dominated 
by the companies. 


N.S. L. I. Dividend 


Fieldmen have been finding it 
somewhat difficult to explain the 
Government’s big dividend on Na- 
tional Service Life Insurance to be 
paid in 1950 to servicemen and for- 
mer servicemen. 

A release for its local associa- 
tions was prepared by the National 
Association of Life Underwriters 
which clarified the status of the 
dividend and explained its source. 
Meanwhile the Veterans Adminis- 
tration has pointed out that under 
legislation approved by Congress 
all administrative expenses and 
claims arising from the extra 
hazard of military service are as- 
sumed by the Government. 

The gain and loss exhibits of 
private life insurance companies 
reflect their actual yearly expense, 
mortality experience and interest 


earnings, from which figures thei 
net surplus and dividends are de/ 


termined. Such exhibits are ,| 
matter of public record. Until ,| 


comparable exhibit is filed by the 
Veterans Administration 9) 
N.S. L. I. experience it will be diff. 
cult to compare its dividends with 
those of the private insurers. 


The National Economy 


Except for a temporary busines 
slump in the early part of the year, 
economic activity was fairly steady 
with supply more in line with de. 
mand and consumption than it has 
been for some years. 

National income has _ declined 
moderately over last year’s which 
had reached an all-time peak of 
226 billion dollars. It is estimated 
that the total income for 1949 wil] 
be somewhere between 210 billion 
and 215 billion dollars. Income of 
employed persons held fairly steady 
while farm income dropped mate. 
rially. There is nothing on the 
economic horizon to indicate a 
sharp or marked decline in business 
activity in the period ahead. 

Financial or material security of | 
the people, except at the subsistence 
level, cannot be achieved without 
their individual efforts and a| 
their own responsibility. The phi- 
losophy of some Americans that} 
the Government should assume the | 
social burdens of its citizens is 4 
reckless one and if carried out 
would lead to the ultimate im-| 
poverishment of all. 


Outlook for Life Insurance 


Competition is the cornerstone 
of the structure on which American 
life insurance companies have been | 
built. Their progress and success 
has been determined largely on the 
price and quality of the product 
sold. 

Freedom to compete has stimv- 
lated the development of life insur- 
ance. If there is any question | 
about the adequacy of competition 
in the life insurance business the 
person who can best answer that 
question is the life underwriter. 
It is perhaps his number one prob- 
lem and he is meeting it every day. 

The life insurance companies of } 
America have set their goals be 
yond present horizons and look for- 
ward to the fulfillment of a social 
program that calls for greater 
thrift and a higher standard of liv- 
ing for every individual who seeks 
to attain it. The program will et 
tail some cost but it will be worth 
the price. 
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Suffering Syllables 


E have laws against the destruction of public 

property. In effect, our language is public prop- 
erty and yet there are no legal restrictions preventing 
its destruction. Some people actually demolish it with 
joy. They make words suffer, until they are tortured 
out of shape and become unrecognizable. Just look at 
the extravagant adjectives and vulgar nouns used by 
Hollywood movies which are advertised as “Horrify- 
ing,” “Beast-like,” “Ghastly,” “Stupendous,” “Fantas- 
tic.” These words were gathered by the writer while 
walking down Broadway and taking careful note of 
illuminated signs of the latest movies. And what is 
the result? These over-emphasized words lose most 
of their power. Constant and promiscuous use of sen- 
sational words take away some of their sharpness, until 
finally our minds become impervious to their full 
meaning. 

Advertisers of commercial products also take many 
cracks at our language. A new shaving product is “rev- 
olutionary” and a new soap is “miraculous.” Every day 
the specialists in word extravaganza do their best to 
destroy the English language. Words are lavishly 
abused and misemployed. Over-zealous promoters have 
converted our language into a big, noisy, sensational, 
buzzing confusion. Words come out of their advertise- 
ments, tumbling, crashing and smashing all meaning 
out of each other. Shakespeare apparently anticipated 
the trend when he wrote the lines “You cram these 
words into mine ears against the stomach of my sense” 
(The Tempest, Act II, Scene I) and also in the phrase 
“Words are grown so false, I am loath to prove reason 
with them” (Twelfth Night, Act III, Scene I). As 
humans are protected from destruction, so should a 
protective screen be thrown around the dictionary and 
its inhabitants. The suffering syllables need help 
against further punishment by their tormenters. 

Even our concept of right and wrong has been badly 
shaken by the perversion of words. The cosmetic shops 
on the avenue display perfumes called “Scandal,” “My 
Sin,” “Shocking,” “Danger,” “Intoxication,” “Jealousy” 
and “Conflict.” These names no longer designate a 
feeling of guilt but bring to the mind the pleasant 
recollections of a delightful aroma. However, the 
words lose much of their potency and our perception of 
values becomes blurred. Promoters devitalize and de- 
grade our language and familiar words undergo a 
striking transformation. “Miracle” is a comfortable 


Word associated with spiritual dignity. But look what 
has happened. The word has been stabbed in the back 
while no one was looking. “Miracle” is now the name 
of a new salad dressing as well as a newly designed 
“bra.” Thus many great words which were highly re- 


spected have become mere shadowy ghosts of their 
former selves. One gets lost and bewildered in the 
jungle of present-day language. 

Words are not only the expression of our thoughts, 
but they have an emotional reaction on us that is quite 
remarkable. Bacon once said “Men think they rule 
their words, but very often their words rule them.” In 
daily conversation, our words wield a power that is dif- 
ficult to measure, especially when our interests and 
feelings are intermingled. Sometimes a man may have 
an idea that is somewhat confused and cloudy, but once 
the idea becomes clothed with apt and crystal-clear 
words, the idea gains in power, a hundred fold. 

As dropping water wears away stone, so does the 
constant abuse of words wear away their finer mean- 
ing. Great damage is consequently done when this 
conversion and change is cunningly directed by people 
who have no regard for culture. They make words 
hateful and odious. Thus we are vexed with tortured 
words and injured phrases that have become fright- 
ened out of their right sense and are then served up 
to us—as strange dishes at a fantastic banquet. 

From time to time our language does undergo some 
normal changes. These changes are justified by the 
natural outgrowth of original meaning. For example, 
the word “Hypocrite” was not at first as unpleasant as 
it is now. It changed over the years. It was originally 
a Greek word and simply meant an actor—one who 
cloaked himself with someone else’s personality for 
dramatic purposes. It is easy to see from that start 
how it gradually came to its present meaning. 

Today we are faced with an ever-increasing tempo 
of the abuse of words. The powerful words of our lan- 
guage are corroding. The rust is forming right under 
our eyes, and haphazard thinking and blurred percep- 
tion follow in its destructive wake. Unfortunately, those 
who abuse the language for their own gain are beyond 
the reach of punishment. Our language needs police 
protection. Powerful words that convey precise mean- 
ing must be insured against destruction and loss of life. 
The public should be informed of the ulterior motives 
of those who seek to destroy our language thereby 
causing serious injury to our main avenue of com- 
munication. In our business economy, there are house- 
wreckers whose object is to tear down buildings and 
so provide space for better structures. But word- 
wreckers only tear down. They provide us with nothing 
of a better nature. And thus we live in a world of 
word-destruction. What we need is a world of word- 
conservation so as to counteract the brutal vulgarity 
of those who seek sensational publicity for their 
products. 
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SOCIALIZED MEDICINE... 
OR PRIVATE INSURANCE? 


by 
Kebuedl é. tn 


Superintendent of Insurance, New York 


Part II 


EW YORK State Insurance 

Superintendent Robert E. 
Dineen has something very def- 
inite to say about the subject of 
socialized medicine. At the Life 
Insurance Agency Management 
Association’s Quebec conference 
and again at the annual meeting of 
the Institute of Life Insurance, 
Mr. Dineen delivered his signifi- 
cant message. This is part Il of 
the address. We will present the 
conclusion in the February issue 
of The Spectator. Part I of 
Mr. Dineen’s talk appeared on 
page 16 of the December Spec- 
tator. 

A volume of editorial matter 
prevented us from printing this 
important document in one issue. 
Its contents should present a 
study source to students of a 
vital insurance problem.—Ed. 


The Government is not a pro- 
ducer. The Government can’t give 
you anything. The Government can 
only give back to you that which 
it first took away, and in the proc- 
ess of taking it away, money is 
spent, and in the process of giving 
it back, money is spent, so you al- 
ways get back less than you gave. 

“Well,” you say, “let’s not worry 
about it. We have three thousand 
miles of ocean between us and the 
British scheme.” Well, now, I 
want to get you up to date about 
something that happened in the 
great Empire State in the recent 
senatorial election. I want to read 
to you some excerpts from the 
speech which the successful candi- 
date, Mr. Lehman, made on the sub- 
ject of socialized medicine. And I 
thought, as I read this to you, I 
would give you the privilege of do- 
ing a little thinking about how 
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much his program is like that of 
Mr. Bevan’s. 


One Senator's Program 

Here is what his program is. It 
is stated five times on one page of 
his manuscript. His program is to 
make health insurance available to 
all peoples in the United States. He 
says he is against socialized medi- 
cine. (The President that, 
too.) He says, “I do, however, in- 
sist on protection of the health of 
all of the people of the United 
States, regardless of their economic 
status.” Then he says that this is 
to be accomplished through a “part- 
nership between the Government, 
the medical profession, and the 
voluntary health insurance plans.” 

Then he goes on a little further 
and repeats. He says, “All of the 
people of our country will be as- 
sured of adequate medical services.” 
Then he says, “The time will come 
—and I believe it is not too far 
distant—when every individual in 
the United States will be insured 
against the cost of medical care.” 

On the next page, he speaks about 
developing a workable “universal” 
health plan, and then he says, “I 
believe that is a primary concern of 
government.” 

Now, remember that medical ser- 
vices are to be available to all of 


says 





the people in the United States 
through a partnership with the 
Government. So we turn back to 
Mr. Bevan’s British plan, and what 
does he say? “The aim of the Na- 
tional Health Service Act is to make 
all the health services available to 
every man, woman and child in the 
population, irrespective of how 
much money they have.” There is 
certainly a remarkable similarity in 
language in the two pronounce- 
ments. 

Remember, the Senator proposes 
a “partnership with Government.” 
Here is what the British monograph 
says (reading from British plan): 

“The service is therefore planned 
and managed by a ‘partnership’ of 
local bodies of adequate size, and so 
on. There must be an equally close 
‘partnership’ between all these au- 
thorities on the one hand and the 
doctors, with the rest of the army 
of health workers, on the other.” 

Then we turn over the pages of 
Bevan’s booklet and we get to the 
family doctor, and find a sub-head- 
ing, “Partnership in Management.” 
When you get to the end of the 
pamphlet, it is stated: 

“The Act is only the means of 
getting the ‘new deal’ started. In 
what direction will the new ‘part- 
nership’ of the professions and the 
consumers work to carry out their 
purpose of meeting the medical 
needs of the people adequately 
everywhere?” 

So you think this plan is three 
thousand miles away from you! 
Well, in many respects it’s right | 
home to roost now. 

It is extremely difficult for those | 
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who are not familiar with this prob- 
lem to understand fully the import 
of some of the plans now being 
urged. For instance, Senator Leh- 
man said that he did not favor 
socialized medicine, that he was 
against governmentally-controlled 
medicine, that he favored extension 
of the private plans, and that he 
also supported an eight-point pro- 
gram. This eight-point program is 
in many respects similar to the 
American Medical Association’s 
current twelve-point program and, 
strangely enough, is almost identi- 
cal with the eight-point program 
found in the national administra- 
tion’s Thomas-Murray-Wagner com- 
pulsory federal health insurance 
bill. The casual reader would get 
the impression because of the ap- 
parent similarity of this program to 
that of the American Medical As- 
sociation that doctors in general 
would not be opposed to it. But, as 
I have already pointed out, some of 
the ideas advanced by Senator 
Lehman, and indeed some of his 
actual language, can be found in the 
British plan, which is anathema to 
so many of our American doctors. 

As one doctor who suports the 
A.M.A. program and opposes the 
national administration’s bill said, 
“Tt all depends upon where you look 
for your programs.” 


Defects in Voluntary Plans 


Another illustration of the neces- 
sity for full understanding may be 
found in connection with Senator 
Lehman’s support of the voluntary 
plans. He says, in effect, that he 
is for the voluntary plans. But 
then he adds, “But private volun- 
tary insurance as presently consti- 
tuted does not as yet come anywhere 
near achieving adequate health 
service for all. It has two definite 
limitations: First, it does not cover 





enough people. Second, it does not 
give broad enough protection to the 
people it does cover.” 

Then he goes on to say, “Un- 
fortunately, only a relatively small 
portion of the nation’s population 
today is covered by any adequate 
Imsurance. The great majority of 
our people are not covered, largely 
because even when they are em- 
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ployed, the cost is frequently be- 
yond their means. When they be- 
come unemployed and can no longer 
meet their insurance premiums, 
they, of course, then have no pro- 
tection.” 

What he is saying is that the cost 
is too much and the benefits are too 
small. Only a small percentage of 
the people have them. As I read 
that language, he is saying that the 
great majority of people will never 
have them. That is the import of 
that language. And he says, in 
effect, that we are going to solve 
it by “federal aid” or “assistance” 
under the “partnership” plan. 


A Change in Position? 

Oscar Ewing has encountered 
great opposition in his plan for 
compulsory health insurance in one 
step. Some people regard the Leh- 
man plan as a shift in position*— 
as a device to introduce socialized 
medicine on the instalment plan. 
Under the new plan, the govern- 
ment will subsidize the private 
plan. However, if it is a partner- 
ship, if you are going to subsidize 
the “great majority,” why, it is 
apparent that those who are now 
controlling the private plans are 
going to be the junior partner. 
That seems to me to be self-evident. 
Critics of Mr. Lehman’s plan look 
upon it simply as a “foot-in-the- 
door” technique. 

There is one that I want you 
people from the life insurance busi- 
ness to think about. Mr. Lehman’s 
argument is that the great majority 
of people will not buy voluntary 
health insurance because it costs 
too much; but if the government 


can only give you back what it took 
away from you in the beginning, 
the man who would not pay for it 
voluntarily will be compelled to 
pay for it by law. If the govern- 
ment is unwilling or afraid to tax 
the man on the street an amount 
sufficient to pay for the cost, the 
alternative is to provide the money 
by borrowing and by more infla- 
tion. In reference to what Mr. 
Clark said just a few minutes ago 
that the dollar is now down to 40 
per cent of what it was, I will let 
you figure out what the effect of 
more inflation will be upon the de- 
mand for life insurance. You figure 
that one out, as to what effect 
socialized medicine will have on the 
life insurance business, and on the 
long-term pull. 


Politics in Insurance 


Somebody said to me, “Well, even 
if the Government did go in for 
socialized medicine, it won’t be po- 
litical. You can relax.” I thought 
what I would do, therefore, was 
to read to you a headline from The 
New York Times on the subject of 
G.I. insurance, which is never po- 
litical. Here is the heading of the 
story from The New York Times 
for June 2, 1949: “G.I’s to get two 
billion soon in dividends on insur- 
ance.” And here is the sub-head- 
ing: “White House to decide 
whether the money will go out this 
fall to aid business, or next year 
to influence votes.” There it is! 

If you have politics in something 
that is as sacred as life insurance, 
are you going to be able to keep 
politics out of socialized medicine? 

I could point out to you all the 
arguments about socialized medi- 
cine, I am not going to do it. But 
I am just going to tell you the one 
that appals me. I remember, dur- 
ing the war, we used to read in the 
papers about how many men it took 
behind each man who was at the 
front. With the genius which the 
American politicos have for loading 
up the public payrolls, let me ask 
you this question: How many men 
do you think would be behind the 
doctor in his relationship with the 
patient, paid for at public expense? 
Just think about that one. And, 
remember, if you think it is ex- 
pensive to pay for medicine now, 
under socialized medicine you will 
still be paying for it, but with that 
you will also be paying, in addition, 
the cost of the bureaucracy without 
which socialized medicine could not 
function. 

(To be concluded) 
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e OR the past ten years, capable | 
Annual Meeting Holgar Johnson has been a syn. | 
bol of the Institute of Life Insur. 
ance, As its president he has dj. Fre 
rected plans and policies which Moin 
conveyed the message of life insur- | able 


ance to all segments of the Amer. Iowa, 
ican public. In recognition of his | board 
services, the Institute’s board of | suran 
directors payed him singular honor | Craig 


at their eleventh annual meeting the > 
held on December 16th at New  Insur 
Hotel, chair 


York’s Waldorf-Astoria 

Leroy A. Lincoln, president of the Hol 
Metropolitan Life Insurance Com- electe 
pany presented a plaque of recog- bar, 


unt 


nition to Mr. Johnson on behalf of | Danie 
the member companies of the In- W. 
stitute. Kans: 


This year the meeting’s theme | Pay; 
“life insurance is an open book” | presi 
keynoted the departmental activ- of th 

pany 


ities of the Institute of Life Insur- 


ance—how it places the open book | memb 

of life insurance before “as many | throu 

publics as possible as often as| AY@t 

possible.” State 

In his report of stewardship to om 

the life insurance companies, Pres- onee 

ident Johnson observed that the 1 

By Joseph M. McCarthy interest of the American public is - 
Vanaging Editor, The Spectator centered on a growing demand for nit 


pensions and that the public must Clark 


be given a clear understanding that | Rohe 
the fulfillment of pension plans on once | 
the scale projected in the present ald 
Bo ace ; ie pres 
drive is linked with the productiv- Comp 
ity and progress of the American Harri 
economy. | York 
“The cost can not be produced | Leroy 


by any sleight of hand, or magic Metre 
wand,” he declared. “It must come pany; 
from the people and the productiv- of the 


ity of the economy if sound results | pany 
are to be achieved. To ignore this | yuu 
. . 2 » LLL 

truism is to court disillusionment } 

and disaster.” 
declar 
‘ nomic 
Pension Problems 

better 


With regard to the ultimate cost, kind 
Mr. Johnson pointed out that the on thi 
type of pension plan established is 
important—whether they are in- 





surance plans, trusteed plans, or Tur 
self-insured plans. He stated that which 
some demands, because of the inher- by so 
ent problems involved, can probably Johns 
only be met on a “pay-as-you-go” of the 
basis, which means pensions if, as essent 
and when they can be paid. In all and d 
cases, he said, the spotlight inev- insure 
ks , , “ee es F s itably focuses itself on what the neces: 
NEW AND RETIRING CHAIRMEN: Frederick W. Hubbell, people and the economy can pro- tual < 
president of the Equitable Life Insurance Company of Iowa duce and pay for if the pension | come 
and new chairman of the Board of Directors of the Institute of promise is to turn into performance. growt 
Life Insurance, receives the congratulations of the retiring “Here is a challenge to life in- econo} 
chairman, Edwin W. Craig, president of the National L. & A. surance and its leadership,” he “Le 
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ELECTIONS 


Frederick W. Hubbell of Des 
Moines, president of the Equit- 
able Life Insurance Company of 
lowa, was elected chairman of the 
poard of the Institute of Life In- 
surance to succeed Edwin W. 
Craig of Nashville, president of 
the National Life and Accident 
Insurance Company, who has been 
chairman for the last two years. 

Holgar J. Johnson was _ re- 
elected president, Douglas L. Dun- 
bar, secretary and Arthur C. 
Daniels, executive assistant. 

W. E. Bixby, president of the 
Kansas City Life Insurance Com- 
pany, and George W. Bourke, vice- 
president and managing director 
of the Sun Life Assurance Com- 
pany of Canada, were elected 
members of the board to serve 
through 1953. Mr. Craig, George 
Avery White, president of the 
State Mutual Life Assurance Com- 
pany, and James A. McLain, presi- 
dent of the Guardian Life Insur- 
ance Company, were re-elected to 
the board for the four year term. 

The executive committee will be 
made up of Mr. Hubbell; Paul F. 
Clark, chairman and president, 
John Hancock Mutual Life Insur- 
ance Company; Robert E. Henley, 
president of the Life Insurance 
Company of Virginia; George L. 
Harrison, chairman of the New 
York Life Insurance Company; 
Leroy A. Lincoln, president of the 
Metropolitan Life Insurance Com- 
pany; Carrol M. Shanks, president 
of the Prudential Insurance Com- 
pany of America; and Mr. White. 


ALN LUT 


declared. “For in our whole eco- 
nomic structure, who should be 
better equipped to offer the proper 
kind of guidance and leadership 
on this great question?” 


Expansion 

Turning to the question of size, 
which has recently been challenged 
by some Government sources, Mr. 
Johnson declared that the growth 
of the life insurance business was 
essentially a by-product of the needs 
and demands of the 80 million life 
insurance policyholders and the 
necessity of meeting the contrac- 
tual obligations to them as they 
come due. As to the comparative 
growth of life insurance and the 
economy in general, he stated: 

“Let’s look at a few facts about 


life insurance and its relative size 
so as to get a better perspective. 
“Between 1940 and 1948, gross 


national product rose by 159%, 
national income by 178%, total 
Wage and salary payments. by 


173%, and the aggregate of per- 
sonal spending of consumers by 
148%. At the same time, com- 
bined expenditures of Federal, 
State and local Governments in- 
creased by 182% in the period, and 
the cost of running the Federal 
Government alone by 251%. 
“Representative figures such as 


these, therefore, show that the 
whole economy has more than 
doubled in size since 1940 and 


that the growth of Government 
has been even greater. 

“What of life insurance? Here 
the figures show that between 1940 
and 1948 the total of life insurance 
in force rose by 74%, total assets 
by 80°, premium income by 81%, 
total income by 70%, and average 
life insurance ownership per fam- 
ily by only 47%. 

“Thus life insurance has defi- 
nitely lagged behind the general 
economy in the past decade. As 
a matter of fact, it has barely 
kept up with the rise of 70% in 
livings costs over prewar.” 

The pages of life insurance’s 
open book were explained by staff 


members of the Institute. Arthur 
C. Daniels, executive assistant, dem- 
onstrated how the executive depart- 
ment handles matters of policy 
referred to it by the other branches 
of the Institute. 

Statistical and research work 
was explained by the director of 
the division, Mrs. Virginia Holran. 

The work of the Women’s Divi- 
sion of the Institute in carrying 
the story of life insurance to women 
with a view to meeting their spe- 
cial interests and needs was de- 
scribed by Mrs. Marion Eberly, 
director of the division. 

The work of the educational divi- 
sion in opening the book of life 
insurance for tomorrow’s policy- 
holders was described by R. Wil- 
fred Kelsey, director of the divi- 
sion. One of the new activities 
of the past year was highlighted 
by Mr. Kelsey, the new work seek- 
ing to assure a more adequate 
telling of the story in the nation’s 
high schools. He said that during 
the year a comprehensive survey 
was made by Teachers College of 
Columbia University, financed by 
the Institute, the findings of which 
showed a great lack of study time 
given to life insurance, chiefly be- 
cause of a lack of materials. It 
was found that only 20°. of the 
high school students take business 





INSTITUTE OFFICIALS: Left to right in the picture are James 
A. McLain, president of the Guardian Life Insurance Company 
of America; George Avery White, president of the State Mutual 
Life Assurance Company; Frederick W. Hubbell, president of 
the Equitable Life Insurance Company of Iowa; Edwin W. 
Craig, president of the National Life and Accident Insurance 
Company, and Holgar J. Johnson, president of the Institute. 
Mr. Hubbell is the incoming and Mr. Craig the retiring chair- 
man of the Institute and the Messrs. McLain and White are 
board members of the Institute who were reelected 
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courses and it is in the business 
courses where most of the study 
of life insurance is concentrated. 
On the average the business classes 
devote 22 periods to some consid- 
eration of life insurance, while in 
the social studies courses, taken 
by 80° of the students, there are 
only 2 periods devoted to life in- 
surance, on the average. A group 
of eminent educators is now at 
work, in cooperation with the In- 
stitute, in preparing study materi- 
als to meet the needs shown, Mr. 
Kelsey said. 

Miss Elizabeth Ferguson, Insti- 
tute librarian, told of the services 
of the organization’s research li- 
brary, helping in the establishment 
of other libraries, aiding libraries 
of all types, assisting individuals 
both within and outside the busi- 
ness in seeking background mater- 
ial about life insurance. 

Donald F. Barnes, director of the 
extension and development division, 
explained how the Institute goes 
about reaching new publics and 
securing intensified use of life in- 
surance information in an ever 
expanding circle of citizens. The 
work with life underwriters 
throughout the country was de- 
scribed with emphasis placed on the 
“5-Point Public Relations Program 


for Life Underwriters’ Associa- 
tions.” The latter was developed at 
the request of association groups 
and is now in use by 560 associa- 
tions, the members of which serve 
at least 2,000 communities and a 
population of many millions. “We 
found a clearly expressed demand 
on the part of the field forces for a 
more definite track to run on in 
public relations,” Mr. Barnes said. 
“They knew there were jobs to be 
done, but they needed a _ step-by- 
step analysis of how to do these 
jobs.” 

Speaking for the Press Depart- 
ment, Richard F. Griffen, vice pres- 
ident, J. Walter Thompson Co., 
reported a materially increased use 
of the Institute by editors and 
writers seeking source material 
about the business. 

The Institute’s current adver- 
tising campaign was described by 
William C. McKeehan, Jr., vice 
president, J. Walter Thompson Co., 
who cited the three main objec- 
tives: (1) to further the public 
acknowledgement that the people 
who manage the life insurance bus- 
iness are capable, trustworthy and 
progressive; (2) to always render 
a public service; and (3) to pre- 
sent specific facts about the life 
insurance business. The adver- 
tisements checked as to readership 





RECEIVES PLAQUE—Holgar J. Johnson, 


(right) receives 


embossed resolution from the Board of Directors and member- 
ship of the Institute of Life Insurance in commemoration of 
his ten years as president of the Institute. Making the presenta- 
tion is Leroy A. Lincoln, president of the Metropolitan Life 


Insurance Company. 
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have had better than averagj A. 


readership, Mr. McKeehan_ sajj! gover! 
and the editorial reception, mea) py ret 
ured by voluntary editorial con) at the 


ment, has been unusually favorabk’ Life 


C. D. Jackson, publisher of Fo. Ameri 
tune Magazine, speaking on th{ ductec 
topic, “The Public Relations ¢ dorf-A 


Survival,” observed that at th Stre 


present time the businessman} of lif 
back is against the wall, an the d 
whether or not he survives as th dollar, 


group furnishing the basic dynan. of co 
ic of this country will depend @. value 
tirely on what he does between no life 1 


and the end of this century, an forms 
beginning right now. | of thr 

Robert E. Dineen, New Yor “Th 
State Superintendent of Insurane ave! 
continued an attack begun at th, 2 COM 
Life Agency Management’s Que) °F ot 
bec convention against socialize lars v 
medicine. Commissioner Dinee chang 
expressed the belief that the lif arload 
insurance industry could devise rs ag 
plans based on voluntary action t jeer 
ward off the threat of a com ligatic 
pulsory program under the auspice) yajye 


of the Federal Government. Par Mr 
II of Mr. Dineen’s speech on social-| ae 
ized medicine is presented in this 
issue of THE SPECTATOR. The 
December issue of THE SPECTATO 
carried the initial half of the ait 
dress, first delivered at Quebec. 
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FREDERICK W. HUBBELL 


INSTITUTE BOARD CHAIR 
MAN: president of the Equitable 
of Iowa . . . connected with Conm- 
pany since graduation from Har-| 
vard in 1913 ... elected treasurer 
in 1914, vice-president in 1920 and 
president in 1939. 

Member of the executive com- 
mittee of the American Life Con- 
vention ... has been a director of 
the Institute for three years. 
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bat the collectivist trend of 
government activity was called for 
by retiring President Asa V. Call 
at the 43rd annual meeting of the 
Life Insurance Association of 
America whose sessions were con- 
ducted at New York City’s Wal- 
dorf-Astoria Hotel on December 15. 

Stressing the dangers to owners 
of life insurance policies through 
the depreciation of the American 
dollar, Mr. Call told the gathering 
of company executives that the 
value of the dollar directly affects 
life insurance, as it affects all 
forms of savings and an attitude 
of thrift. 

“The confidence our policyholders 
have in us must depend, in turn, on 
a confidence that when we repay 
our obligations in dollars those dol- 
lars will have a commensurate ex- 
change value for something else. It 
is a part of our responsibility to do 
all within our power to see that 
they will have, for it is our un- 
written, but nevertheless moral ob- 
ligation to do all we can to repay 
value with value.” 

Mr. Call offered a four-point in- 
formation program designed to 
protect our economic structure 


A PROGRAM of action to com- 





LIAA LEADERS AT N. Y. CONVENTION: 


which must start at the top of en- 
terprise and work its way through 
the ranks. The program is as 
follows: 

“First: We should prove to our- 
selves the soundness of our reason- 
ing, the facts about our economic 
structure and the dangers which 


43rd Annual Meeting 


LIFE INSURANCE 
ASSOCIATION 
OF AMERICA 


By T. J. V. Cullen 
Editor, The Spectator 









(Left to right : 
Eugene M. Thore, general counsel; Bruce E. Shepherd, man- 
ager; Carrol M. Shanks, president, Prudential, elected presi- 
dent at this meeting; Asa V. Call, president, Pacific Mutual Life 
Insurance Company, retiring president. 


threaten it. Learn the answers to 
the collectivist fallacies which con- 
stantly recur — learn them thor- 
oughly so that we are never at a 
loss for an answer when a question 
of economic information arises. 

“Second: Begin an educational 
campaign within our own organiza 
tions, to prove to our associates and 
employees the eternal verities that 
have been so widely and effectively 
assailed. See to it that others in 
our organizations know the an- 
swers too. 

“Third: Speak out at every op- 
portunity. Become a salesman for 
sanity, an ambassador for America, 
a fighter for a future worth hav- 
ing. Don’t wait for the battle to 
come to you; take it to the other 
side. 

“Fourth: We should use all pos- 
sible media to influence all seg- 
ments of our public. If you are not 
using sound economic information 
in your direct mailings, your an- 
nual reports and your advertising, 
then you are not making the maxi- 
mum use of them.” 


Harold Stassen 


Guest speaker at the association’s 
meeting was Harold E. Stassen, 
president of the University of 
Pennsylvania and former Governor 
of Minnesota. He told LIAA mem- 
bers of the need for a good pension 
plan and proposed a combination 
plan whereby the Government 
would take care of minimum re- 
quirements and allow private in- 
surance plans to carry on from that 
point on a current expense basis. 

Mr. Stassen advocated this com- 
promise on the grounds that if pen- 
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sion plans were permitted to be 
handled by the government “you 
pyramid the centralized power of 
government over all industry and 
all finance, and all the people, to a 
dangerous degree.” 

On the other hand he counseled 
that if a pension plan were devel- 
oped on a completely non-govern- 
ment approach, “you pyramid it 
into a fund that is difficult for us 
to handle.” 

“Might we not,” he suggested, 
“bring together a combination of 
circumstances and a combination 
program, with some new ingenuity 
on the part of the life insurance 
executives of America, that will 
bring us through the pension prob- 
lem with a minimum danger dollar, 
and future danger of the country in 
some such way as this: Is there a 
basis for what might be called a 
minimum pension approach to be 
handled through insurance, and to 
be developed on a basis of transfer- 
ability? 

“Not to be conclusive, but sup- 
pose $40 a month was handled in 
that insurance approach, and sup- 
pose the companies were able to 
work out the way in which the 
worker, employed by General Elec- 
tric, when he left that employ, after 
eight years, and went to another 
company to work, could also have 
his rights transferred over to the 
company, and the insurance com- 
pany that was establishing the pen- 














HAROLD E. STASSEN 


sion rights of the new company, it 
would involve the problem of the 
transference of the reserves for 
that individual over to the new in- 
surance company. 

“It is complicated. It is difficult. 
I am inclined to believe that if the 
system was ever worked out, you 
would be doing a clearing house op- 
eration between companies, and the 
man would not be faced, as he now 
is faced, in most instances, except 
as he gets into advanced years and 
invests his rights, with a loss of 
that established rating toward a 
pension. 





ADDED TO LIAA DIRECTORATE: Elected to the board of 
directors of the Life Insurance Association of America (left 
to right): A. J. MeAndless, president, Lincoln National Life 
Insurance Company; Edwin W. Craig, president, National Life 
and Accident Insurance Company; Peter M. Fraser, President, 
Connecticut Mutual Life Insurance Company; and A. A. 
Rydgren, chairman, Continental American Life Insurance Com- 
pany. Also elected to the directorate, but not in the picture 
above were John S. Thompson, president, Mutual Benefit Life 
Insurance Company, and W. Howard Cox, president, Union 


Central Life Insurance Company. 
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“Could that then be combined 
with the minimum side, on the 
Government’s approach to the prob- 
lem? And the Government is in the 
area! You do have a governmental 
angle involved. And could that, in 
turn, be combined with a certain 
portion of the total amount which 
the individual company carried on 
a current expense basis? That is, 
that out of their own current in- 
come, and dependent upon current 


income, they filled in the final 
amount for the existing pension 
load? 

Problem 


“It may sound quite difficult. But 
unless something is worked out, are 
we not headed headlong into a prob- 
lem of such consequence that it it- 
self will be one of the most danger- 
ous aspects to the soundness of our 
currency in the future? 

“And, one of the keys to working 
it out, without going all-out on Gov- 
ernment, and without going all-out 
on the matter of current income of 
the companies that pay the pen- 
sions, will be whether or 
insurance companies of America 
can work out the way in which the 
rights can easily be transferred and 


~~ 


~ 





| 


not the | 


fully transferred on a minimum 
policy basis between the compa: } 
nies.” 


Manager’s Report 


CCORDING to Bruce E. Shep- 
herd, manager of the Life 
Insurance Association of America, 
80 million Americans are protected 
by legal reserve life insurance total- 
ing $213,400,000,000. In his annual 
report to the LIAA, Mr. Shepherd 
said that there was a net gain for 
1949 amounting to over $12,100, 
000,000. 

His breakdown of total life in- 
surance in force showed that about 
66 per cent, or approximately $140,- 
100,000,000, represented ordinary 
insurance; about 19 per cent, or 
$41,700,000,000, group life, and 
about 15 per cent, or $31,600,000,- 
000, industrial insurance. 

The LIAA manager estimated 
that new life insurance purchases 
in 1949 amounted to about $23,- 
200,000,000. He reported that policy- 
holders and beneficiaries will have 
received about $3,500,000,000 by 
year’s end. Approximately 43 per 
cent, or $1,490,000,000 of these 
benefits represented death claim 
payments. The remaining 57 per 
cent, or $2,010,000,000 went to liv- 
ing policyholders. 
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CARROL M. SHANKS 


LIAA PRESIDENT: advanced to 
presidency of the Prudential of 
Newark in 1946 ... joined Com- 
pany in 1932... elected executive 
vice-president in 1944. 

Minnesota native . . . graduate 
of U. of Washington ... former 
lawyer ... member of law facul- 
ties at Columbia and Yale. 

Resident of Montclair, New 
Jersey ... trustee of Rutgers Uni- 
versity and Wheaton College ... 
president of Montclair Public 
Library .. . vice-president of the 
New Jersey Chamber of Com- 
merce and a director of U. S. 
Guarantee Company. 


Investment Progress— 


Dr. James J. O’Leary 


DMITTED assets of United 
States legal reserve life in- 
surance companies will approximate 
$59,300,000,000 for the year 1949, 
LIAA members were told by the 
association’s director of investment 
research, Dr. James J. O’Leary. 
This is an increase of about 
$3,800,000,000 over the $55,500,- 
000,000 figure established last year. 
Dr. O’Leary disclosed that loans 
to home owners and to small and 
medium sized businesses marked 
the biggest single increase in life 
insurance investments over the 
year. He estimated that the in- 
crease would be around $2,100,000,- 
000. 

Second on the list of gains was 
in holdings of industrial and mis- 
cellaneous bonds. They soared to 
an estimated $1,700,000,000. Hold- 
ings of public utility bonds in- 
creased by about $1,000,000,000. 











Easy Hard Work? 


Sure! Surprise yourself how easy it is 


to work hard with Bankers National. It’s 
the sincere, friendly interest in your 
production and personal problems that 
does it—an interest shared by everyone 
at the Home Office—and that goes for 


the President, too] 


NATIONAL LIFE 


Insurance Company, Montclair, N. J. 
RALPH R. LOUNSBURY, President 
W. J. SIEGER, V. P. & Supt. of Agencies 
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CCIDENT and health insur- 
ance can look back upon 1949 
as a year which saw another 
healthy gain in the number of per- 
sons covered and a greater liberal- 
ization of policies and underwrit- 
ing. While the business enjoyed 
an increase it was also beset with 
a number of perplexing problems 
on both the state and federal level 
which required thorough and con- 
centrated study. 

Although the final figures for 
1949 are not in, it is safe to say 
that the premium writings should 
show an increase of between 10 
and 15 per cent over last year, 
bringing the premium volume over 
the 1 billion 150 million dollar 
mark. These figures do not take 
into consideration the Blue Cross 
or medical service plan premiums 
of the Blue Shield type however. 
Along with the premium increase, 
most companies are reporting a 
slight increase in their loss ratios. 

The figures of the Health Insur- 
ance Council on the number of 
people covered by voluntary acci- 
dent and health insurance have 
been pretty well publicized but it 
is interesting to note that over 93 
per cent of the hospital expense 
coverage and virtually all of the 
surgical and medical expense 
coverage affected by all private 
voluntary underwriters was added 
during the past ten years. Those 
amazing figures point up the uni- 
versal acceptance by the American 
people of voluntary disability in- 
surance. Given the same time the 
government wants for its compul- 
sory program, voluntary methods 
of insurance can cover the same 
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number of persons at a lower cost 
to the policyholder and provide 
more efficient and prompt service. 

On the federal level much in- 
terest was engendered by the dis- 
ability insurance industry in the 


Administration’s proposals for 
compulsory medical care insur- 
ance. Even though 56 per cent of 
the electorate stayed home during 
the last presidential election, the 
Democratic Administration as- 
sumed the vote was a “mandate” 
calling for a program of compul- 
sory medical care. We believe the 
question still must be resolved with 
the voters and to that end, the Con- 
gressional elections this year will 
be only a hint of the barrage which 
the present Democratic party will 
lay down in 1952. In short, insur- 
ance has time yet to prove to the 
voters that compulsory medical 
care is not the answer to health, 
that a compulsory program works 
to the detriment of a _ nation’s 
citizens, and that no program of 
compulsory medical care has avoid- 
ed the bureaucratic entanglements 
of red tape and delay. Once a 
compulsory program is enacted, 
the research advancements and 
family doctor relationship of a 
free society will vanish. 


Medical Care Reimbursement 


The one area in which experi- 
mentation in coverage is beginning 
to develop rapidly is in the field of 
medical care reimbursement. Some 
companies, particularly in the 
group field, have written insur- 
ance to cover doctors’ calls, usually 
after the third visit. Now some of 
the companies are offering a medi- 


cal care policy written on a ao | 
ductible basis, usually $25 or $50, 
and paying all physician’s fees up 
to $500. While the number of com- 
panies offering this type of cover- 
age has been small, great interest 
was shown by the rest of the indus- } 
try in 1949 and I predict that a 
greater degree of concentration will 
result by other members in the com- 
ing year. Senator Douglas of Illi- 
nois has been reported as favoring | 
some type of deductible program for | 
the so-called “catastrophic illness,” 
but he favors federal subsidies. 
While his proposed bill is not in } 
final form, recent comment on it in- 
dicates it will run into difficulties | 
from an administrative standpoint, | 
even more so than President Tru- 
man’s program. 

Another important measure to 
the accident and health insurance 
business on the federal front is the 
proposed extension of the social 
security act. Embodied in H.R. 
6000, the bill was passed by the 
House of Representatives under a 
“closed rule” order precluding any 
discussion of consequence before 
the House. The Senate Finance 
Committee is scheduled to hold 
hearings on the measure early this 
vear. The bill is of concern to 
disability insurance because of the 
provisions for permanent and total 
disability and death benefit pay- 
ments. Once the system is set up, 
it is entirely too easy for the pro- 
ponents of temporary disability 
benefits to suggest their program 
be incorporated. This type of “‘foot- 
in-the-door” legislation is very 
dangerous and should be vigorous- 
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ly combated by all interested in a 
preservation of voluntary insur- 
ance for not only the stockholders 
and employees, but the policy- 
holders as well who have come to 
expect efficient and prompt service 
from their company. 

On the cash sickness front some 
16 state legislatures considered 
bills to set up temporary disability 
benefit laws, monopolistic and com- 
petitive. The state of Washington 
saw a competitive bill passed but 
due to a petition for referendum, 
the law will not be effective until 
the voters have a chance to decide 
on it at the November elections 
this year. 

In New York a bill was passed 
in which the pattern differs from 
the laws laid down in New Jersey 
and California in that the adminis- 
tration of the act is in the hands of 
the New York Unemployment Com- 
pensation Board and is tied in with 
the Workmen’s Compensation 
Coverage, rather than unemploy- 
ment insurance. The New York 
law is being looked upon by many 
competent observers as the type of 
cash sickness legislation that may 
be desired if a state decides that 
such legislation is necessary. Pres- 
ent indications are that many com- 
panies formerly restricting opera- 
tions to casualty and fire lines may 
enter the group accident and 
health picture by writing coverage 


under the New York disability 
benefits law. In addition, the law 
will serve to bring many other 
companies, particularly life car- 
riers, into group accident and 
health insurance. The law is note- 
worthy in that private insurance 
can compete on an equal basis with 
the state fund and should serve to 
prove that commercial carriers can 
do an adequate job when called 
upon. 

Group accident and health in- 
surance has forged ahead due to 
the demand for employee welfare 
programs by the labor unions and 
the enactment of cash sickness 
bills. When the so-called fourth 
round wage increase talks were 
started among the large industrial 
concerns and labor unions there 
was a fundamental shift in em- 
phasis in labor’s bargaining de- 
mands from wage increases to em- 
ployee security measures, includ- 
ing loss of time protection against 
sickness and accident as weli as 
hospitalization expense insurance. 
The resultant publicity over the 
steel strike and other labor-man- 
agement negotiations pointed up 
the desire of the workers for a 
financial cushion against the time 
when the pay check stops due to 
sickness or accidents. While the 
mass production industries may 
have been behind many other types 
of business in providing this social 
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By C. O. Pauley 


Managing Director, Health and Accident Conference 


insurance, the publicity over the 
demands from labor proved and 
are still proving to be an important 
factor in group disability insur- 
ance gains. Many of the smaller 
companies in the manufacturing 
fields already are turning to insur- 
ance carriers for programs to cover 
their workers with accident and 
health insurance. 


Franchise Insurance 


Another field of accident and 
health which continued to develop 
last year is franchise insurance 
which covers small groups from 25 
persons to as low as 5, depending 
upon state laws and underwriting 
rules. This type of coverage re- 
quires special underwriting and 
servicing procedures that are not 
found in true or industrial group 
cases. Here again, the publicity 
received by the demand of the 
larger labor unions for social se- 
curity programs seeps down to the 
smaller industries and provides a 
fertile ground for development. 

The accident and health industry 
cooperated with the National As- 
sociation of Insurance Commis- 
sioners in 1949 to smooth out the 
differences in the proposed stand- 
ard provisions law. Innumerable 
conferences were held between in- 
dustry and supervisory officials in 
which a considerable amount of 
discussions were necessary in 
order to develop a proposed law 
that was acceptable to both groups. 
At the December meeting in Gal- 
veston progress had been made to 
the point where the bill was ac- 
cepted in principle with the major 
differences resolved. At the June 
meeting of the NAIC in Quebec 
this year, it is probable that the 
final details will be worked out so 
the bill can be introduced in the 
states with the blessing of the In- 
surance Commissioners and the 
companies as a whole. Enactment 
of the standard provisions law 
should materially help in perfect- 
ing and strengthening state super- 
vision of accident and health in- 
surance. 

The Federal Trade Commission 
hearing held in Washington in 
May of 1949 on mail order insur- 
ance gained the attention of all 
accident and health insurance ex- 
ecutives. While the hearings on 
the proposed rules were designed 
primarily for fair trade practices 
among companies soliciting and 
selling accident and health insur- 
ance through the mails, interest 
was centered on the regulations 
because of possible far-reaching 
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effects they might have on other 
types of insurance. 

One item not to be forgotten in 
reviewing 1949 accident and health 
insurance is the sudden surge in 
polio insurance writing, especially 
during the epidemic months of 
summer and early fall. Aided by 
the publicity given polio cases by 
the press and radio, those com- 
panies in the business reported an 
unprecedented demand for this 
type of coverage. 

Allied with the development of 
new coverages was the work of the 
Health Insurance Council, a com- 
mittee of eight insurance trade as- 
sociations. The Council’s primary 
fields of study are the survey of 
persons covered by accident and 
health insurance, development of 
hospital admissions plans and pro- 
motion of medical and surgical 
care programs under sponsorship 
of state medical societies. The 
Council restricts its activities to 
non-legislative work and has done 
yoeman service for the industry in 
fostering better relations among 
those allied groups closely akin to 
disability insurance, the hospitals 
and state medical societies. 


Survey Effective Weapon 


The annual survey conducted by 
the Council has reaped invaluable 
publicity for the industry in show- 
ing the job being done by volun- 
tary insurance and has been an 
effective weapon in answering the 
complaints of compulsory medical 
care interests that private insur- 
ance has not done a public job. 

Medical and surgical care pro- 
grams underwritten by private in- 
surance carriers and sponsored by 
medical societies in Tennessee, 
Maine, Illinois and Wisconsin have 
been noteworthy. 

The admissions plans for in- 
sureds covered by group hospital 
insurance have been accelerated in 
the past vear. The forerunner of 
the plans which was developed in 
Cleveland has been expanded to 
include all companies writing 
group hospital insurance in that 
area. The Chicago Admissions 
Plan has been eminently success- 
ful for the public, the hospitals 
and carriers. In December of 1949 
a program was inaugurated in Mil- 
waukee which appears to be head- 
ing for equal success. Plans 
under development in other large 
metropolitan areas in which group 
hospital insureds will be te 
enter a hospital as a patient with- 
out a down payment and which 
will also insure prompt payment of 


are 


able 
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the benefits by the companies to 
the hospitals. These hospital ad- 
missions plans have strengthened 
the relations between the insur- 
ance industry and the hospitals at 
the same time providing patients 
and policyholders with efficient 
and satisfactory service. 

To keep pace with the industry, 
the Conference has broadened its 
program of service to member com- 
panies. Legislative developments 
were reported fully in the Legis- 
lative Bulletin issued regularly 
during the legislative year. A 
sharp watch was kept on all im- 
pending and proposed laws affect- 
ing accident and health insurance 
and member companies were in- 
formed of changes or amendments 
as they occurred. Where necessary 
the Conference prepared informa- 
tion for legislative hearings and 
when called upon, sent represen- 
tatives to appear in behalf of bills 
which were of benefit to policy- 
holders or against those measures 
which appeared to work a hard- 
ship on the companies and their 
insureds, 

1949 saw the Conference publish 
a new bulletin on the compulsory 
disability question to keep its mem- 
informed of the latest de- 
velopments. “Compulsory Health 
and Disability Insurance FACTS” 
was given wide distribution among 
companies and other interested 
groups to report the background 
and basic issues involved in vari- 
federal compulsory medical 
care proposals. 

The meeting program of the or- 
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ganization was expanded in order 
to report more fully the pertinent 
questions and problems as well as 
the current developments in acci- 
dent and health insurance. Re. 
gional Meetings were held in Dal- 
las, Cincinnati, and Des Moines 
and early this year additional re- 
gionals are planned for Chicago, 
Los Angeles and Boston. Because 
of their informality, those attend- 
ing the meetings can discuss cur- 
rent developments and problems in 
roundtable fashion. In addition, a 
highly successful Underwriting 
Forum was held in the fall of 1949 
with about 130 accident and health 
underwriters in attendance. Pre- 
pared by the Underwriting Com- 
mittee of the Conference the forum 
was particularly beneficial because 
of the questions and problems 
portion of the meeting in which 
unusual underwriting problems 
were discussed from a_ practical 
standpoint. 

Another noteworthy contribu- 
tion to Conference members and 
the Industry as a whole was the 
Underwriting Report. Upon its 
publication orders were received 
from nearly every accident and 
health company in the United 
States as well as many from for- 
eign countries. Prepared by the 
Underwriting Committee of the 
Conference in which two years’ 
work was expended, the Report is 
a compilation of various diseases 
and disabilities together with a 
brief description and definition of 
2ach, which by its factual nature 
should prove of great value to acci- 
dent and health underwriting. 

Other important contributions 
made by Conference committees 
have been in the fields of public 
relations, hospital insurance, medi- 
cal insurance, group insurance and 
education. Each of these commit- 
tees keeps abreast of the latest de- 
velopments in its respective field 
by studies and reports garnered 
through surveys and open forum 
meetings. 

The Conference continued its 
program of friendly relations with 
the various state insurance de- 
partments. Through the “Frankly 
Speaking” Bulletins information 
and Conference views on current 
accident and health developments 
were sent to all Insurance Depart- 
ment officials concerned with acci- 
dent and health insurance. In ad- 
dition, where appropriate, confer- 
ences with individual insurance 
departments on interpretation of 
laws, rulings, policy approval, pro- 

(Concluded on Page 50) 
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Re. F your metabolism is thrown out of whack when you learn that 
Dal- something long accepted by everyone is basically unsound, I sug- 
seen gest that you skip this month’s Passing Judgment. If, however, you 
| re- are made of sturdier stuff and can accept this sort of thing and 


gO, | retain your appetite and your ability to sleep nights, you may find 
use J it mildly exciting. 


end- 
cur- Suppose that 19 years ago, when you were 35, you bought a 
$100,000 Twenty Payment Life policy, with an annual premium of 


1S in é : 
n, a $3,582, and Waiver of Premium calling for an additional $92. You 
ting now open the morning mail and find your final premium notice. 


Somehow your interest centers on the $92 for Waiver of Premium. 








1949 
a As far as you know, you're in perfect health and you start to wonder 
Pre. } what possible benefit you can receive in exchange for your $92, since 
ta no future premiums remained to be waived. 
rum You pick up the ’phone, call your agent, and ask him why you 
Luse should pay this last premium for Waiver. When you fail to hear 
ems an answer, you're afraid you've been disconnected. Suddenly you 
lich hear your agent very meekly say, “I'll be damned if I know.” 
rer You then complete your check for the life insurance premium 
only, and write an accompanying letter requesting the cancellation 
— | of the Disability Benefit. 
and | Interesting idea, isn’t it? If you are like me, you're starting to 
the scratch your head and wonder what kind of nonsense is this final 
its | annual premium for Waiver. And it is nonsense, make no mistake 
ved about it. For roughly 50 years, American life insurance companies 
and have been indulging in a practice that is nothing short of silly. 
nase Let’s look at the actuarial side for a moment. In the particular 
a case I have cited, either the total cost of the Waiver was divided 
the over the full 20 years, or over some shorter period, so that the bal- 
nee ance would constitute “gravy” premiums. These are the only possi- 
t is bilities. I am certain we can eliminate the latter, thus leaving the 
on full spread as the only actuarial procedure. 


a But what kind of sense does it make to spread the actual cost over 

of ; the full period, when every single policyholder, if he knew the facts, 

ure | would cancel before making the final payment? This would leave 

ci- the companies one premium short of the full cost. I don’t think this 
comes under the head of Brilliant Management. 





) 
7. 

- | What is the agent supposed to do when he learns that the final 

a e premium for Waiver does his client no good whatever? Is he to make 

= ) a new set of record cards, so that he can see at a glance each month, 





* what policyholders are about to make a final payment on an endow- 
nd ment or limited payment life policy, and then decide whether to tell 
~ them the truth? Is he to inform each new prospect he calls on, and 
‘ld #3, whom he naturally wishes to impress, of this situation and ridicule 
il Y the original agent for not having revealed it? Is he to give his 
clients and prospects the impression that they need the services of 
oil HH f be an expert to decide when an official premium notice is legitimate? 
™ & Jey . Is he to advise his clients not to make the final payment since it is 
nothing more or less than throwing money down the drain, and 
“ | Jose | thus deprive his company of premiums that are essential? Or is 
ly P he to remain silent and let his client, who depends on him in all life 
=. insurance matters, waste his money? 
= C.L. U 
nt o he Ve I submit the agent should not have to answer these questions. He 
ts shouldn’t be faced with them. The companies must change the sys- 
t- tem—and pronto. The simple answer is to divide the Waiver cost 
.j- over one year less than the life insurance premium paying period. 
d- There may be other answers. Let’s have them. Those of us who love 
r- 7 life insurance have the right to demand an immediate correction 
re of what is palpably an error. 
of 
“ 
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You will find on these pages the first of a new series of unusual oa 


how-to-do-it articles, specifically slanted toward life insur- Ant 


ance sales and sales promotion. The author, Kenilworth H. bill, 
Mathus, is now on the staff of Printers’ Ink. the weekly mag- , = 
azine of advertising, management, and sales. 4 
Following an initial baptism of twenty years’ experience in wal 





life insurance, he has never gotten life insurance out of his or t 
blood. Accordingly. as he has viewed successful sales pro- the 
cedures in all sorts of businesses the country over, it has been = 
second nature for him to see how some of these simple plans by | 
and devices could be applied to life insurance selling. 
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“When I was in life insurance myself.””’ says Mr. Mathus, “I, | The 
like many of my associates in the field, felt that life insurance pe 
was ‘different’ and that it had little to learn from other busi- ay 
ness. I am now convinced, however, that life insurance can the 
learn a great deal from general business and selling pro- — 
cedures, provided these procedures from other lines can be S com 
correctly interpreted and applied to the individual problems in } 
of life insurance selling. This I shall endeavor to do, insofar | ™ 
as I am able, for readers of this magazine.” ete. 


you 


Each month henceforth, ““Here’s an Idea .. .”’ will give you it f 





seores of practical sales suggestions, some for agent. some 

for the general agent or manager, and some for the Home 6. 
Office. Many, in fact, ean be adapted either for Home Office red 
of field use, or both. tion 
We suggest that you clip and file each month’s installment, ent. 


tion 
for occasional check-up and review, as occasion arises.— 


The Editors. 
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( AGENTS ) 





1. SALESMANSHIP IN THE BAG. If you carry a 
briefcase, or just a loose-leaf binder, try enclosing 
photographs, charts, letters and photostats of checks 
and dividends in clear cellophane envelopes, the same 
size as the book-page itself. Makes the exhibits look 
better, adds to their life, keeps them clean, costs little. 


2. BUSINESS CARDS CAN BE DIFFERENT. 
Here’s a case where, at little expense, any agent may 
show his originality. Instead of having the usually- 
conventional and often-innocuous calling card seen on 
every hand, tap one of these several ways of making it 
different: (a) Make it of giant size; (b) make it tiny; 
(c) use colored stock instead of the dignified yet com- 
monplace white; (d) illustrate it, with a photo of your- 
self or the Home Office or with a reproduction of your 
company trade mark; (e) have it folded double, and 
on the inside fold include a life insurance message, 
slogan, etc. 


3. HELLO, YOUNGSTER. Send out a card or, bet- 
ter still, a personalized letter to the parents of new- 
born babies. Policyholders and prospects both, that is. 
And you might even include a brand-new one-dollar 
bill, to start the youngster toward a life insurance 
policy. 


4. “COLORFUL” SUGGESTION. If you make up 
an “accordion-pleated” presentation, collection of testi- 
monial letters, groups of photographs, bunch of charts, 
or the like, use brightly-colored cellophane tape along 
the folded or binding edges to (a) provide a practical 
and inexpensive means of “binding” and (b) greatly 
add to the neatness of appearance and attention value 
by giving the effect of second and third colors. 


5. DON’T BE AFRAID OF “COMPETITION.” 
There is age-old advice to the effect that a salesman 
should never, never, never knock a competitor. But 
I submit that there are times, however, when it pays 
to hit back. Unfair competition may deserve a poke in 
the nose . . . Unfair competition in life insurance sell- 
ing sometimes takes the form of comparing like with 
unlike, or one part rather than the whole. Thus, if a 
competing agent stresses that cash values are larger 
in his company, you may be entirely justified in em- 
phazing that several other of your own policy provi- 
sions are much more liberal than those of his company, 
ete., etc... . So, don’t be backward about emphasizing 
your own good points. (P.S. Your competitor won’t do 
it for you.) 


6. SURVEY SELLING STEPS SHOW. In “fitting 
the product (or service) to the need,” consider these 
four steps: (a) investigation, and securing informa- 
tion; (b) preparation of recommendations; (c) pres- 
entation of same; and (d) putting the recommenda- 
tions into effect. 


7. LONG MESSAGE, SHORT FORM. If you think 
match-book advertsing has to be short, almost too 
Short, note that one edition of one hundred million 
match books carried advertising messages averaging 
174 words in length. 
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8. “STRINGING” THEM ALONG. For an agency- 
meeting stunt, take the actual report cards of an anony- 
mous active agent for one typical day. Then put pins 
in a wall map at the spots in the city called upon, and 
run a piece of string from place to place, doubling back 
in many instances just as the agent himself did. Next 
cut the string, unwind it from the pins on the map, and 
relay it past all the pins (calls) without any doubling 
back. The boys will soon get the point of how they can 
save tme and steps (and make more money) by more 
efficient routing of calls. 


9. “SO I SEZ TO HIM... .” Have all agents send 
you a list of the three objections most commonly en- 
countered. Then, in each issue of the agency bulletin, 
take one of these objections and publish several con- 
vincing answers to it. 


10. LENDING LIBRARY FOR ALL. Make acces- 
sible to studious-minded agents helpful books on sell- 
ing, insurance, economics, law, family welfare, etc., by 
establishing a lending library in the agency office. The 
recommended list of books for C.L.U. study makes a 
good starting point. 


11. DO YOU HAVE B.A.? Do you have B.A.? Or 
rather, do your blotters have it? (B.A., not I-T.) 
We’re referring, of course, to “Blotter Appeal.” If you 
get up or use monthly blotters, try having a little quiz 
appear on each blotter each month. At the same time, 
in small type, repeat the question of the previous 
month, with the proper answer to that... . This plan, 
simple and inexpensive, ties in the national craze for 
the quiz technique and, if the Q’s and A’s are slanted 
directly or indirectly towards life insurance, family 
welfare, thrift, health, etc., you at the same time plant 
a seed or two of thought that may eventually help, 
sales-wise. 


12. WHY THAT SALE WAS LOST. Remember the 
“erying towels” widely distributed during the late and 
unlamented depression? Here’s a current-day adapta- 
tion with a constructive angle. . . . Give your men a 
black-bordered “mourning card,” for a Sales Autopsy 
Record. Include, under the space allowed for name of 
the prospect, room for “Why I lost this sale” and “What 
I will do next time to clinch it.” 


18. SUMMER-TIME IS CALENDAR-TIME. 
There’s a lot of unnecessary “calendar competition” as 
the first of the year approaches. Question is, why get 
into the race just at that particular time? Might be 
better all around to put out July-to-July calendars, and 
distribute them in June before summer vacations start 
in. We guarantee you an attention value and receptivity 
quite unobtainable during the usual year-end rush. 


14. “ONLY SHOPPING DAYS UNTIL 

.’ Have a series of month-by-month calendar 

cards or blotters printed. Deadline them “Your Life 

Insurance Bargain Day.” Then circle in red, the age- 
change date of the particular person addressed. 
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15. MYSTERY RECORDINGS FOR CONVEN- 
TIONS. For a slightly different convention stunt, 
have three recordings made anonymously by different 
agents, each talk-on-the-record praising or explaining 
some company plan or activity. Then run off these 
records at the convention meeting in the form of a 
guessing contest as to which well-known leading agents 
made the recordings. Plan obviously makes the men 
listen intently to what is being said, and the message 
itself sinks in. 

16. PROSPECTS PAINLESSLY ACQUIRED. In- 
clude in sales literature a double postcard—one for a 
direct inquiry, the other to suggest the name of one 
other person who might also be interested in receiving 
a copy of the same booklet. 

17. WHO DOES WHAT FOR WHOM AND WHY. 
It’s common practice for employees of a particular de- 
partment in the Home Office to receive an organization 
chart showing the immediate set-up and organization 
of their own department. But why not let them see 
beyond the immediate horizon? Give each worker a 
complete organization chart or work-flow chart of the 
entire company, so he or she may see what happens to 
his own work before and after others get a whack at it. 

18. THROUGH TICKET TO HAPPINESS. For 
retirement-income sales literature, make up an accor- 
dion-folded sheet of the size and in the appearance of 
an inter-railroad through ticket (via the “sunshine 
route”). Each “panel” of said ticket would tell how 
retirement income would be “your ticket to” Yellow- 
stone, Florida, California, the Grand Canyon, a place in 
the country, etc. 

19. DOUBLE USE OF SALES MATERIAL. Make 
one of the house-organ covers—Cover I, II, III or IV— 
a complete display in itself. Encourage agents to order 
reprints at cost or free of charge, for use as mailing- 
piece enclosures. 

20. ASK THEM AS WELL AS TELL THEM. For 
the company’s next annual report, enclose a business- 
reply card asking for comment on the report-form it- 
self. What did you find most interesting? What other 
facts would you like to know about your company? 
Would you prefer more pictures, charts, graphs, etc.? 

21. DDOOUUBBLLEE USE OF SALES SHOTS. 
Set up a page, or the double spread, in each issue of 
the company magazine, in standard size and format, 
so that they become permanent sales tools by inserting 
these pages in a presentation binder for use by the 
agent. 

22. HAPPY ANOTHER YEAR. Why not send a 
personal, and personally typed, letter to every full-time 
agent you have at the end of the year? This could 
very, very briefly mention the man’s record to date and 
express a sincere wish for his continued success and 
improvement. ... Terrific job, to type and sign several 
hundred or several thousand such letters? Yes, but 
well worthwhile. 

23. CONTEST OF THE MONTH. Run a monthly 
prize for the best baby picture (of a policyholder), a 
home with the mortgage paid off or protected by life 
insurance, boys entering or graduating from college 
with the help of educationa] funds policies, elderly 
couples enjoying your company’s retirement income 
payments. 
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24. CHECKING USE OF SALES LITERATURE, 


Men in any agency, or throughout the ranks of an entire | 


company, can perform a real service to themselves and 
to their company’s advertising or field service manager 
if, with the help of their general agent, supervisor or 


manager, they will rate the company’s sales helps by | 


means of a simple little use-chart. . . . Procedure is to 
furnish each man wih a complete listing of current ad- 
vertising literature and sales helps. To the right of 
each, put four columns or checking squares labeled, re- 
spectively, Never, Sometimes, Often, Always. Beyond 
these checking areas, showing frequency of use, leave 
a wide column, where agents can indicate manner of 
use, as Preapproach, Interview, Closing and Follow-Up. 


25. FIVE THOUSAND SALES-MANUAL “AU- 
THORS.” When it comes time to issue a new or revised 
sales manual or visual selling kit, get the suggestions 
pro and con from all field men of the company, as re- 
gards each important detail, sub-division, proposed or- 
ganization and manner of presentation of subject 
matter. The manual can then, logically and truthfully, 
be announced and promoted as “by 5000 salesmen, for 
5000 salesmen.” 


26. A PICTURE OF ME. Print a picture in the 
house organ showing each man present at the conven- 
tion or sales meeting. Then, later, forward an indi- 
vidual print of the individual man to the individual 
man. 


27. YE NEWE GREETINGE CARDE. Chances 
are that your “regulation” birthday greeting cards 
have a lot of quiet dignity. Perhaps not much more, 
though, Right? If you’re striving for a mousetrap 
that’s off the beaten path, consider making up 12 dif- 
ferent birthday greeting cards embodying one or more 
of the following features: (a) printed on blotter stock, 
for added use and longer life (b) three-month calendar 
included, possibly with recipient’s own birthday anni- 
versary date circled in red (c) a “short story” on how 
the current month got its name or (d) sketch and data 
on the birthstone, flower and/or Zodiac sign of the 
month. 


28. “COLORING” DIRECT-MAIL RESULTS. One 
special test (another might have shown entirely dif- 
ferent findings) on the relative pulling power of color 
in direct mail, showed two shades of blue—blue ink on 
blue stock—away out ahead. Another interesting re- 
sult was that plain black on white was better, in this 
particular case, than four other color combinations. ... 
If you’re planning a good-size mailing, a little pre-test- 
ing a la color is sometimes worthwhile. 


29. AMONG MY SOUVENIRS. If you publish in 
the company magazine, a series of pre-convention pho- 
tographs or drawings, consider making them all of 
a uniform size and treatment. Then make them up into 
an attractive souvenir booklet to be distributed to the 
men and their wives at the convention itself. Or, reuse 
the art work to illustrate the convention program 
booklet. 


(Watch for the second installment of “Here's 
an Idea’ in the next issue of The Spectator.) 
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S the size of any business firm-— 
| regardless of the degree of com- 
petition a firm must meet—an evil 
in itself? That’s a highly debatable 
question on Capitol Hill this month 
as members of both houses, sniffing 
the keen air of an election year, 
settle down to work. 

At least one member of the House, 
Congressman Emanuel Celler (Dem- 
ocrat, New York), believes that 
“bigness” is, in itself, inherently 
wrong. 

Mr. Celler is now embarking on a 
legislative campaign to “correct” 
this situation. Prolonged public 
hearings on the subject of “monopo- 
listic tendencies in business” were 
finally terminated by the Brook- 
lyn congressman last month with 
the announcement that “something 
must be done with reference to size 
in and of itself.” 

As chairman of the House Judi- 
ciary Committee and also of a spe- 
cial investigating subcommittee of 
the Judiciary Committee, Mr. Celler 
has expounded his “curse-of-big- 
ness” theory to representatives of 
life insurance companies and other 
business witnesses during the past 
six months. 


Asks Federal Controls 

Well, then: If “bigness” is wrong, 
what should be done about it? 
Here’s what Mr. Celler proposes: 

Give the Federal Trade Commis- 
sion or some other administrative 
agency the power to determine how 
large a business could become. Then, 
continuing this philosophy, give the 
agency the power to order the dis- 
solution of companies that are “too 
large.” 

Mr. Celler’s approach further 
calls for a thorough economic study 
of any company “suspected” of 
being too large. Here, again, the 
government agency would be vested 
with the power of “suspicion.” 

If one company wanted to buy or 
merge with another company, Mr. 
Celler suggests that the would-be 
buyer undertake the burden of 
proof that acquisition would be “in 
the public interest, would make for 
greater efficiency, would guarantee 
competition, and would preclude the 
administered price. 

Under such a proposal, the FTC 
would be permitted to give advisory 
opinions to corporations. Final de- 
cisions would be subject to judiciary 
review. 
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Washington 


NEWS 
LETTER 


By George Baker 
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Mr. Celler admits that “there 
might have to be a period of grace” 
for large corporations that “have 
grown too large in the opinion of 
the administrative agency.” During 
this period, he would permit them 
to “unwind or unmerge, like the re- 
quirements of the Public Utility 
Holding Requirement Act.” 

The New York congresman says 
this is “a sort of bird’s eye view” 
of what seems to be formulating in 
his mind as a result of the 1949 
hearings. 

Should he embody these ideas in 
new legislation, which seems likely, 
the public would witness a congres- 
sional fight the likes of which 
haven’t been seen for many years. 


Washington Notes 
ECENT changes in the member- 
ship of the Federal Trade Com- 
mission again have forced postpone- 
ment of action on proposed federal 
rules governing the mail order in- 
surance business. Promulga- 
tion ot the rules, if they are ap- 
proved by the commission, still is 
months away. 
residential Assistant John R. 
Steelman has named three new con- 
sultants to the Health Resources 
Division of the National Security 
Resources Board. ... The new mem- 
bers and their fields are Dr. Bruce 
D. Forsyth, dental; Dr. John R. 
McGibony, hospital, and Dr. Albert 
R. Miller, veterinary. ... Their job 
is to develop plans for the health 
and medical aspects of NSRB’s pro- 
grams for wartime mobilization. 


Senator Paul Douglas (Demo- 
crat, Illinois) says his proposed 


compulsory health plan would cost 
about one-third as much as that 
proposed by President Truman and 
Federal Security Administrator Os- 
car Ewing. . . . He describes his 
own plan as a “sensible” one, that 
of Truman, “less sensible.” 

Under the Douglas plan, the 
Federal Government would pay only 
for “catastrophic” illnesses. 
Families with an income of $3,000 
or more a year would pay their own 
medical bills up to $150 a year.... 
Uncle Sam would pay the rest, in- 
cluding medical attention, hospitali- 
zation, convalescent care and drugs. 
... The Government would pay all 
costs over 5 per cent of the family 
income for families under $3,000 
per year. 

Veterans are now experiencing 
less difficulty in obtaining low-in- 
terest mortgage financing for 
homes purchased with loans guar- 
anteed under the GI Bill than at 
any time in the past two years, Vet- 
erans Administration says. ... Ap- 
plications received by VA have been 
increasing steadily since April, 
1949, when the long downward 
trend was reversed. 


Births Continue High 


Births during the first nine 
months of 1949 continued at a high 
level, according to Oscar Ewing, 
FSA chief. ... A total of 2,669,000 
live births took place within conti- 
nental U. S. during this period, 

(Concluded on Page 46) 
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LIFE INSURANCE COUNSEL 


Win er 


MPORTANT and up-to-the-min- 

ute developments in life insur- 
ance laws were topics of consid- 
eration at the December 13-14 
meeting of the Association of Life 
Insurance Counsel. Byron K. Elli- 
ott, association president and the 
executive vice president and gen- 
eral counsel of John Hancock, 
presided over the sessions. 

Charles G. Taylor, Jr., executive 
vice president of Metropolitan 
Life, and Edmund M. McConney, 
president of the Bankers Life and 
also president of the Society of 
Actuaries, spoke informally on the 
relation of legal activities to the 
overall aspects of company opera- 
tions. 

An outline of the addresses by 
association members follows. 


COMPULSORY DISABILITY BENEFIT 
LEGISLATION 


Victor A. Lutnicki, Associate Coun- 
sel, John Hancock, and James K. 
Honey, Assistant Counsel, Life 
Insurance Association of America 


Messrs. Lutnicki and Honey 
shared the preparation and pres- 
entation of the paper. Mr. Lut- 
nicki, who spoke first, described 
the manner in which pressure for 
compulsory disability benefit laws 
develops and the expected reaction 
to the pressure on the part of the 
several interested parties. Explain- 
ing the issues that arise, he em- 
phasized the need by home office 
counsel for considerably more 
than just a passing knowledge of 
the subject if they are to adequate- 
ly represent the interest in their 
charge. 

The nature of the problems 
shown by the experience in Cali- 
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fornia, New Jersey, and New York 
was set forth in considerable 
detail. 

Mr. Honey recommended that 
the laws now in force in Rhode 
Island, California, New Jersey, 
and New York be thoroughly stud- 
ied before a compulsory disability 
law is passed in another state. He 
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Robert A. Adams, general coun- 
sel of American United Life, In- 
dianapolis, was elected president 
of the Association of Life Insur- 
ance Counsel. He succeeds Byron 
K. Elliott, executive vice-president 
and general counsel of John Han- 
cock, who becomes a member of 
the executive committee. 

Louis W. Dawson, executive 
vice-president and general coun- 
sel, Mutual Life of New York, was 
elected vice-president, and Charles 
G. Dougherty, associate general 
counsel of the Metropolitan Life, 
continues as secretary-treasurer. 

New members of the Associa- 
tion’s executive committee are 
Millard Martels, vice-president 
and general counsel, Travelers; 
Dwight Brooke, general counsel, 
Bankers Life, Iowa; and Robert 
Donald Taylor, K.C., general coun- 
sel, Sun Life of Canada. 

Holdover executive committee 
members are Gerald M. Swan- 
strom, general counsel, North- 
western Mutual; William R. 
Shands, general counsel, Life In- 
surance Company of Virginia; 
Robert Dechert, general counsel, 
Penn Mutual; and Francis J. 
Wright, vice-president and gen- 
eral counsel, Midland Mutual. 


TOPRIM ATAU 


pointed out the objections to the 
Rhode Island type of law. 

Both speakers emphasized the 
obligation of the audience, to both 
their companies and their con- 
munities, to accept responsibility 
“under appropriate circumstances” 
for drafting a law which will best 
serve the interests of all groups 
in their respective states. 


THE LABORS ON LABOR LAW 


Sylvester C. Smith, Jr., General 
Counsel, Prudential 


After stating that “any views 
expressed are only the views of 
those who labored on the labor 
law, and do not represent my views | 
on this subject,” the speaker guid- 
ed the audience, virtually step by 
step along the path taken by the 
81st Congress in its efforts to en- ; 
act a new labor law. 

The outcome was 
thus: 

“The result of these labors on 
labor law is that there is no new 
legislation. There have been no 
new amendments to the present 
Taft-Hartley Act, although that 
some are needed is admitted even 
by the Act’s most ardent support- 
ers. To bring about a result will 
require a great deal more labor 
in a common direction, and a little 
bit less labor in opposite direc- 
tions. A compromise of views ap- 
parently will be required if a law 
is to be passed that has a sub- 
stantial backing from the repre- 
sentatives of the people.” 


LEASEHOLD ACQUISITIONS 


Churchill Rodgers, General Coun- 
sel, Metropolitan Life 


Mr. Rodgers restricted his dis- 
cussion to problems incident to 
the acquisition of property by 
lease, and the subletting of the | 
acquired property. In some states, 
he pointed out, such acquisitions 
are expressly authorized, and in 

(Concluded on Page 45) 
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VALUE AND PRICE 


= 
e 
o 
to the 
d the NQUIRIES coming to us on many 
0 both different types of securities 
_©om- frequently carry a reference to 
ibility value. Is the market too high? 
“ee Insurance stocks have advanced 
I best substantially — should they be 
TOUpS sold? When should we sell a 
security? These questions are 
human and basic. Everyone is 
LAW groping for a measuring rod of 
neral value. Many have been devised, 
corrected and recorrected and 
views still do not offer much more than 
vs of a rough guide. Certainly there 
labor} iS aS yet no known method for 
views | Measuring the precise moves of 
guid-| the market nor those of individual 
ep by | securities which are even more 
y the baffling. Obviously if there were 
oen-; Such a device there would be no 
| market. There must be buyers as 
rized well as sellers. 
The hope still persists that 
rs On there may be an answer at least 
new in specific instances. Fire and 
n no casualty insurance companies 
asent have more of a stable, growing 
that business than many other indus- 
evell tries. They are at once an under- 
port- writer and an investor. Policies 
will may and do vary but underwriting 
abor is a fairly accurate science while 
ittle investment risks can be minimized 
irec- through the constant flow of new 
3 ap- funds. When the question is put: 
law “Are my insurance stocks too 
sub- high?” many factors must be con- 
-pre- sidered. 
If we take a list of the more 
s | actively traded fire and casualty 
securities and compare the esti- 
oun- mated capital equity with present 
prices, we will find we can buy 
dis- these securities on an average of 
t to around 27% below equity value. 
 T Admittedly, an average is mis- 
the leading and in the group will be 
tes, found some securities such as the 
ions Insurance Company of North 
| in America, Firemen’s Fund and St. 


by 
Eset aL! Hall 


Partner, Davis & Hall 
Investment Management 


Paul Fire, selling at prices close 
to the estimated capital value. 
Others are selling at sizable dis- 
counts. 

There are always reasons for 
this percentage discount from 
equity value at which securities 
sell. The reasons may be real 
or fancied and to distinguish the 
difference may unearth a bargain. 
It is due to this constant evalu- 
ating that prices vary. Those who 
sell may have good reasons at the 
moment of sale for doing so but 
some one—and not necessarily a 
dumb one—must have equally 
good reasons for buying. Equity 
value in itself is not necessarily 
the answer to whether a security 
is a sale or purchase. 

Investment policies will also 
cause values to differ. Some com- 
panies have been highly conserva- 
tive where the investment of funds 
is concerned. Others have taken full 
advantage of the better returns 
to be had from equity investments. 
The portfolio of one company may 
show a high percentage of gov- 
ernments and other low yielding 
securities, resulting in a low in- 
vestment return. Continental In- 
surance, on the other hand, has 
consistently carried a_ sizable 
commitment in common. stocks. 
These funds for many years have 
exceeded the funds invested in 
bonds. There are naturally ex- 
tenuating circumstances to ac- 
count for the diversified portfolio 
as for the ultra conservative pol- 
icy. Even so, although the invest- 
ment income exerts an influence 
on the dividend rate, this earning 
value does not of itself account 
for the price at which the common 
stock of a company sells. 

Charts of the past fluctuations 
of a fire or casualty stock will 
show a variation in quoted value 
of considerable magnitude. These 


moves at times have little in com- 
mon with any conceivable or ac- 
cepted basis of value. Insurance 
stocks, of course, are not alone 
in these excursions away from 
preconceived values; practically 
all stocks are infected with way- 
wardness and many bonds have 
been known to sink or rise con- 
siderably beyond any sane ap- 
praisal of worth. 

These wayward moves are caus- 
ed by the one factor that cannot 
be measured, controlled, and but 
vaguely anticipated—the factor 
of investment psychology. And 
yet this unpredictable force is 
probably the one true indication 
of value. When there exists an 
insistent desire to buy at advanc- 
ing prices, or a persistent desire 
to liquidate holdings without 
much regard for price, we may 
be sure true value is being under- 
mined or enhanced and an even- 
tual adjustment will take place. 
The timing of the end of such 
mass movements is the area of 
error. The unconscious enthusi- 
asm of the moment, generated by 
mass thinking, affects the brain 
of the investor and odd, if not 
downright fantastic reasons, are 
uttered to account for the relative 
values then existing. 

This country of ours is growing. 
We may not like the way it is 
growing but growing it is. Insur- 
ance companies have of themselves 
a distinct growth pattern. They 
will grow with the country. An 
investment in the shares of those 
companies will reflect that growth 
to a greater or less extent. If 
you do not agree with this line of 
reasoning you should sell your in- 
surance stocks. If you do agree 
with it the measuring rods of 
equity value, underwriting pros- 
pects, and investment income 
probabilities, are all favorable. 
The fickle psychological factor is 
in a sort of twilight zone which 
could brighten perceptibly as the 
inflationary trends of the govern- 
ment continue. Yes, it would seem 
that value rods, as we know them, 
should not be discarded but an 
eye kept on the fickle member of 
the equation that may force those 
evaluating elements into the dan- 
ger zone. 

Need a cautious note be sounded 
—that selection is still para- 
mount? All insurance companies’ 
stocks are not equally good. Neith- 
er are the bonds of all govern- 
ments. It depends on the govern- 
ment. 
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WM Done! 


EMBERS of the distaff side of the Institute 

of Life Insurance’s staff certainly did an 
outstanding job at the Institute’s annual meeting. 
Not that we are decrying the talks given by the 
men (heaven forbid) but, after all, we are sup- 
posedly “Speaking of Women” on these pages. 

The Institute, as we've pointed out time and 
again, is doing a splendid job of public relations 
and it was, indeed, both interesting and informa- 
tive hearing Virginia Holran, Marion S. Eberly 
and Elizabeth Ferguson outline the duties of their 
particular departments. 

Mrs. Holran, who is the director of the Division 
of Statistics and Research, told of the busy time 
members of that department have answering all 
types of statistical questions. We got a kick out 
of one question asked: “What is the probability 
of a man of 27 getting married within five years?” 
On the serious side, though, this division tabulates 
and makes available much sought after informa- 
tion. If certain data is not on hand, sources where 
it can be obtained are given—if that is possible. 
Mrs. Holran spoke about the demands made by 
editors throughout the country. It seems that 
more and more requests for local statistics are 
coming in and Mrs. Holran, quite eager to supply 
that information, is looking forward to the time 
when the companies will have it available. 

The job being done throughout the country by 
the Women’s Division, was outlined by Mrs. Eberly, 
its director. Briefly, this department attempts... 
most successfully ... to translate the story of life 
insurance into language understandable to the 
average man, woman, and teen-ager. The division 
feels that women, as beneficiaries, owners, and 
shapers of public opinion, must be reached, and 
that, supplied with factual information, they will 
come to realize how prominent a part life insur- 
ance must play in a family’s budgeting plans. 
Numerous booklets, some in response to special 
demands, have been published by the Women’s 
Division. There can be no doubt as to the favor- 
able impression these booklets create. 

The Institute library, according to Betty Fergu- 
son—and, as librarian, she should know—answers 
all types of questions both from within and from 
outside the business. We, personally, have had 
more than one occasion to go digging for informa- 
tion, and know how helpful such a source can be. 
Miss Ferguson stressed the importance of estab- 
lishing life insurance bookshelves in the nations 
libraries. A high proportion of those using the 
public libraries are leaders in public life, so the 
need for an adequate supply of books should not 
be under-estimated. Any life association that 
would like to donate books can get suggested lists 
from Miss Ferguson. 

These three women have done, are doing, and 
we are sure, will continue to do fine jobs. Not only 
the Institute, but the industry in general, owe them 
a vote of thanks. 


32—THE SPECTATOR, January, !950 











Romance is fine, and there’s nothing like a twosome 
in front of a fireplace to help it along. The NBFU— 
strictly in favor of love ’n’ stuff—utters a word of 
caution, however. A metal screen in front of your fire- 
place will eliminate the type of “coal sparking” pic- 


tured here. 
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HE New Year will have gotten 

underway by the time this ap- 
pears. How many of you have 
resolved that, this year, you will 
outline a good prospecting pro- 
gram? Many, we’ll bet. Far be 
it from us to make any attempt at 
proposing ways and means for 
doing this. You all have much 
more know-how than we. What 
we would like to do is to urge a 
little more stick-to-itiveness and ex- 
press a hope that, even if some 
cases are tough and others complete 
disappointments you will not be 
discouraged. Everyone has a need 
of life insurance. You, as life un- 
derwriters, must fill that need. 
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FLORENCE BROWN 


| Rose Siegel 


tociate Editor, The Spectator 


Congratulations! 


OURTEEN women who qualified for the Quarter 

Million Dollar Round Table were presented with 
their 1949-50 membership cards at the December 
educational meeting of the Life Underwriters’ Asso- 
ciation of the city of New York. Eight of them 
qualified as life members. They are: Jean Begleiter, 
New York Life; Edna G. Duschnes, Massachusetts 
Mutual; Lillian L. Joseph, Home Life; Hermine R. 
Kuhn, Manhattan Life; Fay Levy, Equitable So- 
ciety; Ceil K. Sweid, Equitable of Iowa; Helen R. 
Ulrich, Equitable Society; and Helen R. Underwood, 
Canada Life. Those attaining regular membership 
are: Jean Besser, Companion Life; Dorothy M. 
Boond, New York Life; Louise Maier, John Han- 
cock; Lucille R. Roberts, New York Life; Grace C. 
Ross, New York Life; and Lucile T. Salisbury, 
Manhattan Life. 

THE SPECTATOR congratulates these successful life 
underwriters and hopes that the end of 1950 will 
Show their production figures as being even higher 
than those attained last year. 
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444 F you apply yourself to.the best of your. abil- 

ities; if you put into practice the things in 
which you have always believed; and if you accept 
a sense of responsibility as far as your fellow men 
are concerned, you have a pretty good chance for 
a satisfactory life—financial success included.” 
This, briefly, is the firm belief, one might say credo 
of Mrs. Florence Brown, life underwriter for the 
Security Life and Accident in Denver. 

Mrs. Brown finds ample opportunity, in her 
present capacity, to put her beliefs into effect by 
the proffering of counsel born of her own personal 
experiences in life. She believes a feeling of se- 
curity is essential—a feeling she says she would 
have liked to possess when her three sons, now 
married and with children of their own, were in 
the process of growing up. 

During 15 of those years, Mrs. Brown, working 
as an elevator operator, knew the horror of having 
to stick to an unsatisfying, low salaried job, simply 
and solely because she didn’t dare to take the 
gamble of earning according to her capabilities. 

Describing her present job—which began in 
January, 1946, this appreciative underwriter says 
that she feels like a woman suffragette must have 
felt when she became a suffragist ... actually and 
at long last. Holding the same job as men and 
drawing exactly the same rate of pay gives her 
a feeling of pride; being able to join whole- 
heartedly in discussions, knowing that her opin- 
ions are respected, gives her the same satisfaction. 
Mrs. Brown is particularly enthusiastic about the 
lack of age discrimination in the selling end of 
her business and points up that so many classified 
advertisements limit the hiring age of an employee. 
She also stresses the fact that, in many other 
businesses, women over 35 very often find them- 
selves on the way out instead of being given their 
earned opportunity for advancement. 

She has an additional note of cheer for women 
concerning prospecting. Many a gal, says she, 
has managed to get an oppointment with a male 
prospect who has formerly turned down a male 
agent and she adds that, by the same token, very 
few people are ever rude to women or refuse to 
listen to them once they get in. 

Mrs. Brown divides her time pretty evenly be- 
tween Denver proper and its outlying districts. 
She deals a lot with agricultural people and finds 
that the best time to approach them is during the 
harvest period. Proper irrigation procedures have 
proved a boon to her, since farmers are no longer 
so dependent on the weather and can figure their 
financial returns with a fair degree of accuracy. 
Incidentally, driving to these outlying districts in 

(Concluded on Page 40) 
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ANALYSIS 


LL life insurance underwriters 
A who follow estate planning 
matters should be vitally in- 
terested in certain recent amend- 
ments to the Federal estate tax law 
(H.R. 5268) signed by the Presi- 
dent on October 25, 1949. This new 
legislation is applicable to the taxa- 
bility of irrevocable trusts, and off- 
sets, to a considerable extent, the 
effect of two decisions (Church and 
Spiegel) handed down by the Su- 
preme Court of the United States 
in January 17, 1949. 


The Church Decision 


In 1930, the Supreme Court de- 
cided in May v. Heiner (281 U. S. 
238) that the corpus of an irrevoca- 
ble trust would not be subject to 
the Federal estate tax merely be- 
cause the settlor had reserved the 
income for his lifetime. Immedi- 
ately after this decision in the 
May case, Congress passed a joint 


By _ ft 
Whort on 


Analyst and Advisor 
in Estate and Tax Matters 


resolution making such trusts taxa- 
ble, but, in 1938, the court held in 
Hasset v. Welch (303 U. S. 303) 
that the provisions of this joint 
resolution were not to be imposed 
retroactively, and, therefore, such 
trusts were not subject to estate 
tax unless they were created after 
May 3, 1931. 

In the Church decision (335 U.S. 
632), the court reversed itself and 
held that the corpus of an irrevo- 
cable trust was subject to the Fed- 
eral estate tax if the settlor re- 


served a life income, regardless of 
the date that the trust was created, 


The Spiegel Decision 


For many years there has been 
considerable confusion and uncer- 
tainty in regard to the taxability of 
irrevocable trusts from the stand- 
point of reversionary interests, 
particularly in cases where there 
was only a remote possibility that 
the corpus of the trust might be re- 
turned to the settlor upon the hap- 
pening of some contingency. For 
example, the trust instrument may 
contain no provision whatsoever 
for a reverter, and yet the corpus 
could eventually be returned to the 
settlor or to his estate through the 
operation of some law, in the event 
all of the beneficiaries of the trust 
were to predecease the settlor. 

In the Spiegel decision (335 U. S. 
701), the Supreme Court held, in 
rather broad language, that “the 
settlor must be left with no present 
legal title in the property, no pos- 
sible reversionary interest in that 
title, and no right to possess or to 
enjoy the property thereafter,” or 
the corpus of an irrevocable trust 
would be subject to the Federal es- 
tate tax. Such an interpretation of 
the law would seem to include even 
a remote possibility of reversion to 
the settlor merely by operation of 
law. 

The recent 
law which offset the effect of the 
Church and Spiegel decisions to a 
considerable extent, might be sun- 
marized somewhat as follows: 

Retained Income: While the new 
law provides for the inclusion of 
the corpus of a trust in the estate 
of the settlor in cases where the 
settlor reserves a right to receive 
the income, regardless of the date 
when the trust became effective, 
nevertheless, it prevents the appli- 
cation of this amendment if the 
settlor dies prior to Jan. 1, 1950, 
and (a) if the transfer were made 
prior to March 4, 1931; or (b) if 
the transfer were made after 
March 3, 1931, and prior to June 7, 
1932, unless the property trans 
ferred would have been includible 
in the settlor’s gross estate by rea- 
son of the amendatory language of 
the joint resolution of March 3, 
1931. 

Furthermore, if the settlor is 
still living on Jan. 1, 1950, he may 
relinquish or assign his right to re 


TAXABILITY OF IRREVOCABLE TRUSTS 
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ceive the income at any time prior 
to Jan. 1, 1951, and such relinquish- 
ment or assignment will not be con- 
sidered as a transfer made in con- 
templation of death, nor will it be 
deemed a taxable gift. Of course, 
this privilege is not extended to 
transfers made after March 3, 1931, 
and before June 7, 1932, if such 
transfers would have been taxable 
without the 1932 amendment, nor 
to transfers made after the 1932 
amendment. 

Naturally, this new law will raise 
many questions as to the ad- 
vantages and disadvantages of re- 
linquishing or assigning all rights 
in such a trust. If, for example, 
the settlor finds that he does not 
require the retained income, it 
would probably be advisable for 
him to give it up to others. On the 
other hand, if the income is needed 
for his own maintenance and sup- 
port, there would seem to be little 
that he could do to avoid the es- 
tate tax problem. It is quite pos- 
sible, however, that he could sell 
his interest in the retained income 
and use the proceeds of this sale to 
purchase an annuity for himself to 
replace the income relinquished or 
assigned. If this course were taken, 
the value of the annuity, if any, at 
his death would be includible in his 
gross estate for the purpose of the 
Federal estate tax. However, this 
value would doubtless be a great 
deal less than the full value of the 
trust, which would be the includible 
amount if he retained the trust in- 
come for life. Each case must, of 
course, be considered on its own 
merits. 

Reversionary Interests: The new 
law specifies two different rules for 
the taxability of irrevocable trusts 
containing reversionary interests 
or conditioned on _ survivorship. 
One rule applies to transfers made 
prior to Oct. 8, 1949, while the 
other rule applies to transfers 
made on or after that date. 

In the case of transfers made 
prior to Oct. 8, 1949, they will not 
be includible in the gross estate of 
the settlor unless he has expressly 
retained a reversionary interest 
therein, and unless such reversion- 
ary interest has a value exceeding 
5 per cent of the value of the trans- 
fered property immediately prior 
to his death. However, if the value 
of the retained interest were in ex- 
cess of 5 per cent of the value of 
the transferred property, then the 
entire value of the transferred 
property will be includible in the 
settlor’s estate. 

The value of the reversionary in- 


terest is to be determined by the 
use of mortality tables and actu- 
arial principles prescribed in regu- 
lations promulgated by the Com- 
missioner of Internal Revenue and 
approved by the Secretary of the 
Treasury. 

A “reversionary interest” is de- 
fined to include “a possibility that 
property transferred by the de- 
cedent (a) may return to him or 
his estate, or (b) may be subject 
to a power of disposition by him,” 
but does not include “a possibility 
that the income alone from such 
property may return to him or be- 
come subject to a power of dis- 
position by him.” 

As to transfers taking effect 
after Oct. 7, 1949, they will be in- 
cluded in the estate of the decedent 
“if and only if 

“(A) possession or enjoyment of 
the property can, through owner- 
ship of such interest, be obtained 
only by surviving the decedent; or 

“(B) under alternative con- 
tingencies provided by the terms of 
the transfer, possession or enjoy- 
ment of the property can, through 
ownership of such interest, be ob- 
tained only by surviving the earlier 
to occur of (i) the decedent’s death, 
or (ii) some other event; and such 
other event did not in fact occur 
during the decedent’s lifetime.” 

However, an interest so trans- 
ferred will not be includible in the 
decedent’s gross estate if 
sion or enjoyment of the property 
could have been obtained by any 
beneficiary during the decedent’s 
lifetime through the exercise of a 
power of appointment which in fact 
was exercisable immediately prior 
to the decedent’s death. 


posses- 


Examples of New Theory 


In order to obtain a better un- 
derstanding of this new theory of 
taxation, it is believed that the fol- 
lowing examples contained in the 
report of the conference committee 
which agreed on this legislation for 
the future taxation of irrevocable 
trusts in cases where the transfers 
are made after Oct. 7, 1949, will be 
enlightening: 

(1) The decedent transferred 
property in trust, providing for an 
estate for life in his daughter, and 
a remainder to the children of the 
daughter. No part of the property 
is includible in the estate of the 
settlor. The daughter can possess 
and enjoy the property through 
ownership of the life estate without 
surviving the decedent. The same 
is true of the daughter’s children 


with respect to their remainder in- 
terest. 

(2) The decedent transferred 
property in trust to pay the income 
to his wife during his life, and at 
her death to pay the corpus to the 
decedent if living, and if not, to his 
children. The decedent was sur- 
vived by his wife. The transferred 
property, less the outstanding life 
estate in the wife, is includible in 
the decedent’s gross estate since 
the children cannot obtain posses- 
sion or enjoyment of the property, 
through ownership of their inter- 


est, except by surviving the de- 
cedent. 
(3) The decedent’ transferred 


property in trust to accumulate the 
income during his life and at his 
death to distribute the principal 
and accumulated income to his 
son or the son’s estate. While the 
decedent has retained no right or 
interest in the property, the trans- 
fer is taxable since possession or 
enjoyment of the property cannot 
be obtained except by surviving the 
decedent. 

(4) The decedent transferred 
property in trust providing for pay- 
ment of the income to his wife un- 
til her death, at which time the son 
would receive the corpus. If the 
son predeceased the wife, the cor- 
pus was to revert to the decedent 
if living at his wife’s death; and if 
the decedent was not then living, 
it was to pass to X or X’s estate. 
The decedent was survived by his 
wife, his son, and X. Neither the 
interest transferred to the wife nor 
to the son is includible in the de- 
cedent’s gross estate since each 
could, through ownership of his in- 
terest, obtain possession or enjoy- 
ment of the property even though 
the decedent was living. The in- 
terest transfered to X, however, is 
includible under section 811 (c) 
(3) (A) (to the extent of the 
value of X’s interest immediately 
after the decedent’s death) since 
X’s possession or enjoyment of the 
property, if it materializes, could 
be obtained only by surviving the 
decedent. 

(5) The 
property in 


decedent transferred 
trust to accumulate 
the income until his son reached 
the age of 30, or until the de- 
cedent’s prior death. Upon the first 
to occur of these events, the son 
was to receive the corpus. The de- 
cedent’s death in fact occurred be- 
fore his son attained the age of 30. 
The transfer is taxable under sec- 
tion 811 (c) (3) (B) since the son 
could obtain possession or enjoy- 
(Concluded on Page 46) 
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LIFE 


December 


Commissioners 


HE Insurance Commissioners 

began their sessions in Galves- 
ton with many issues on the agenda 
which were expected to occasion 
permanent rifts in the business, so 
irrevocable seemed the positions 
taken by opposing interests. But, 
as has happened in similar cases 
over the three decades of this 
writer’s coverage of this conven- 
tion, prolonged, almost endless dis- 
cussions, in the convention, in open 
and closed committee sessions, in 
the hotel rooms and corridors, dis- 
closed an area of agreement, where- 
in various protagonists found a 
basis for compromise and an ap- 
proach to a sound solution for a 
plan of operation which would be 
in the public interest and which at 
the same time would promote the 
cause of sound insurance under the 
effective supervision of the several 
states. 

This proves true whether the 
contending voices were in the life, 
fire or casualty fields, whether the 
differences were between large or 
small companies, between supervis- 
ing officials, whether grouped ac- 
cording to territorial or popula- 
tion motivations, between stock 
and mutual men, between compa- 
nies and agents or as it was in the 
case at Galveston, an issue of pro- 
cedure between leaders of outstand- 
ing companies in fire insurance. 


Address 


At the opening session 46 states 
and two Canadian provinces an- 
swered the roll call. President 
David A. Forbes, in his address, 
counseled his fellows that if state 
supervision would survive effective 
regulation in the public interest 
must be enforced through an har- 
monious approach to common prob- 
lems. He put as the goal for all a 
simplified and standardized code of 
requirements. The decision to re- 
move the Association headquarters 
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from Raleigh, N. C., to Chicago, IIl., 
was confirmed. The assistant sec- 
retary, John P. Richardson, was 
offered the opportunity to continue 
in Chicago. Mr. Richardson had 
not made his decision as the meet- 
ing closed. No action was taken 
on the request by the American 
Medical Association that the Com- 
missioners go on record against 
socialized medicine. 

It was decided to lengthen the 
convention from three to four days. 
In answer to objections voiced by 
some members that committees 
holding interim meetings on sub- 
jects of interest to them, did not 
notify them of the time and place 
of such meetings, it was resolved to 
publicize all such meetings and fur- 
ther that all matters which were to 
be considered by the committee at 
the annual or special meetings, 
would be placed in the hands of the 
chairman and, through him, the 
members at least 30 days in ad- 
vance of the meeting. 

The December, 1950, meeting 
will be held in Los Angeles the 
week of Dec. 11. Many commis- 
sioners felt that this was too near 
Christmas but in a vote against the 
proposal to hold this session at 
Biloxi, Miss., California was chosen. 
At the Valuation of Securities Com- 
mittee meeting, progress was noted 
in the establishment of an office at 
61 Broadway, New York City. 
With a budget of $111,000 two 
senior analysts were appointed. It 
is reported that more than 13,000 
securities issued and 2500 private 
placements are to be studied. 


| Accident and Health Com- 
mittee, after discussing revised 
original draft of a new uniform 
standard provisions model law 
recommended that this new model 
as revised be accepted in principle 
but that though all points of dif- 
ference at issue have been com- 
posed adoption should be delayed 
until the June session. In the 
meantime, it was recommended 


1949 


that wide circulation be given the 
law among the commissioners, and 
the industry in order that prompt 
acceptance next June could be had. 
The report of the Sub-committee 
on Minimum Requirements, Bene- 
fits and Fair Trade Practices in 
accident and health underwriting 
was received and accepted. Com- 
missioner Downey of California, 
the chairman, suggested that the 
study of the committee await de- 
velopment of the program now 
operative under the new California 
statute. 

Action was postponed on the 
suggestion of the New York de- 
partment that a sub-committee be 
appointed to study the problems 
involved in the approval of policy 
forms. Cognizance of the recent 
flurry over the issue of polio poli- 
cies was taken in response to the 
memorandum by the New Jersey 
department on the question of the 
approval of sickness policies cov- 
ering only specified diseases, usu- 
ally known as dread diseases poli- 
cies. As a result, the following 
resolution was adopted: 

This committee recognizes the 
urgent need for the development 
of coverage for unusual expenses 
in connection with all diseases and 
that experimentation is necessary 
to obtain the experience required 
to underwrite such benefits on a 
sound basis. However, the com- 
mittee is considerably disturbed 
by the manner in which some memn- 
bers of the industry have been ex- 
perimenting along these lines and 
feels that any state having the 
necessary powers is justified in 
taking the steps which it deems 
necessary to control the objection- 
able features of this situation 
through the disapproval of present 
policy forms. The committee rec- 
ommends that those states which 
may feel that present policies of 
this kind do not meet their statu- 
tory requirements give careful 
consideration to future develop- 
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ments along these lines so as not 
to hamper unduly the development 
of the necessary experience. The 
committee will watch with consid- 
erable interest the steps that the 
industry takes to develop forms of 
coverage which will not contain 
the features to which some states 
have objected and yet which will 
produce the necessary experience 
in a satisfactory form.” 

A committee was appointed with 
Commissioner Harris of Minnesota 
as chairman, to draft a uniform de- 
posit law and regulations under 
which any and all deposits made or 
held would be for the protection 
of all policyholders of the com- 
pany. 

Wendell Berge, counsel for the 
Association of Insurance Advertis- 
ers stated his belief that the prob- 
lem of unauthorized insurance 
would be given an impetus toward 
solution by the appointment of a 
special committee devoted to the 
problems of direct selling insur- 
ers. Various representatives of in- 
surance organizations whose mem- 
bership included mail order car- 
riers discounted the need of sucha 
committee. The committee, how- 
ever, recommended that Mr. 
Berge’s association be invited to 
membership on the All-Industry 


Committee. 
T. J. V. Cullen 
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November Purchases 


IFE insurance purchases in the 
United States in November 
showed an increase of 5 per cent 
over purchases in the correspond- 
ing month of last year and were 
3 per cent over the aggregate re- 
ported for November in 1947, it 
was reported by the Life Insurance 
Agency Management Association 
of Hartford, Conn. Total purchases 
in November were $1,901,000,000 
compared with $1,808,000,000 in 
November of last year and $1,849,- 
000,000 in November, 1947. 
Purchases of ordinary life in- 
surance in November were $1,- 
198,000,000, up 2 per cent over 
November a year ago, but 5 per 
cent under the total in November, 
1947. 
Industrial life insurance pur- 
chased in November amounted to 
$395,000,000, an increase of 7 per 











cent over the corresponding month 
last year and 7 per cent over 
November, 1947. 

Group life insurance purchases 
were $308,000,000 in November, 
an increase of 18 per cent over 
November a year ago and 39 per 
cent over the figure for Novem- 
ber, 1947. These purchases repre- 
sent new groups set up and do not 
include additions of insured per- 
sonnel under group insurance con- 
tracts already in force. 

In the first 11 months of the 
year total life insurance pur- 
chases were $20,274,000,000, an in- 
crease of 3 per cent over the first 
11 months of 1948 and 1 per cent 
over the corresponding period of 
1947. Purchases of ordinary life 
insurance accounted for $13,092,- 
000,000 of the 11 months’ aggre- 
gate, practically unchanged from 
last year but 2 per cent under the 
1947 total. Industrial life insur- 
ance purchases represented $4,- 
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Business and The Government 


R. MARCUS NADLER, professor of banking and finance at 
New York University, in a talk before the luncheon session 
of the Institute of Life Insurance emphasized six phases of govern- 
ment activity which will have a vital influence on the business 


picture in the coming year. 


1) The farm support policy will prevent farm prices from truly 
reflecting demand and supply conditions. While a moderate de- 
cline in farm income may be expected, yet the income will still 
compare very favorably with pre-war years. 

2) During the present fiscal year the Government will spend 
over $46 billion and will operate with a deficit of over $5 billion. 
This heavy government spending will not only influence business 
activity but also have an effect on the psychology of businessmen 


and consumers. 


3) Aid to Western Europe under ECA and the shipment of 
military equipment to members of the North Atlantic Pact will 
help maintain exports at a high level and to a large extent counter- 
act the downward effects on our export trade caused by the de- 


valuation of foreign currencies. 


4) The raising of the minimum wage from 40 to 75 cents an hour 
and the ensuing up-grading of other wage rates will increase the 


income of wage earners. 


5) A large volume of public works and public housing will main- 
tain building activity at a high level despite the decline in private 


construction. 


6) The present easy credit policy will be maintained by the 
monetary authorities irrespective of whether or not it is war- 


ranted by economic conditions. 
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338,000,000 of the current year’s 
total, an increase of 6 per cent as 
compared with last year, while 
group life insurance purchases 
amounted to $2,844,000,000, an in- 
crease of 12 per cent as compared 


with the first 11 months of last 
vear. 
Testimony 


gprsgpe sonar dae Was a center 
of significant life insurance 
activity during the first two weeks 
of December as two congressional 
committees recorded the testimony 
of life insurance executives. 

Representatives Emmanuel Cel- 
ler’s anti-monopoly Subcommittee 
of the House Judiciary Committee 
renewed its attempt to prove that 
the larger life insurance com- 
panies have thwarted the growth 
of the smaller companies and pos- 
sess control over the better invest- 
ment opportunities. 

The subcommittee of the Joint 
Committee on the Economic Re- 
port, Senator Joseph C. O’Ma- 
honey, chairman, called the fol- 
lowing executives to testify on the 
equity capital situation: Leroy A. 
Lincoln, president of Metropoli- 
tan; Donald B. Woodward, 2nd 
vice-president, Mutual Life; 
Dwight L. Clarke, president, Occi- 
dental of California; Joseph M. 
Bryan, vice-president, Jefferson 
Standard; Devereux C. Josephs, 
president, New York Life; Oliver 
M. Whipple, financial vice-presi- 
dent, Mutual Life; and Robert B. 
Patrick, financial vice-president, 
Bankers Life. 

The anti-monopoly Subcommit- 
tee failed to gain headway because 
testimony offered brought out the 
fact that the small insurance com- 
panies from a percentage angle 
are gaining a greater volume of 





VICE - PRESIDENT: Selby Raw- 
lings was appointed agency vice- 
president of the Volunteer State 
Life Mr. 


Rawling’s appointment coincides 


Insurance Company. 


with the announcement that the 
company is making extensive 
plans to pass the $200,000,000 
mark in insurance in force by 
1953 when the company will cel- 
fiftieth 


ebrate its anniversary. 


business than the large companies 
and have no complex investment 
problems. 


Growing Smaller 

Prudential’s President Carrol 
M. Shanks told Celler’s Subcom- 
mittee that the large life insurance 
companies are growing relatively 
smaller, illustrating this point by 
calling attention to the fact that 
since 1937 the number of life com- 
panies has increased almost 60 per 
cent. 





There were 368 companies doing 
business then—now 584 life insur. 
ance companies are in operation, 

Significant observations were of.! 
fered by the following: 

John S. Thompson, president, 
Mutual Benefit: ‘‘Competition, 
when it presents itself, is as severe 
from smaller companies as from 
larger companies, and vice versa,” 


Frederick D. Russell, president, 


Security Mutual: “The size of the 
majority of life companies has 
been brought about by the volun. 
tary acts of free people, who have 
recognized the real value of this 
form of protection and who have 
selected the companies with whom 
they want to do business.” 

C. G. Coley, vice-president, Dur- 
ham Life: “A path has already 
been mapped out that a new conm- 
pany could follow and avoid a lot 
of the pitfalls that it would have 
been confronted with many years 


” 


ago. 
O’ Mahoney 


Senator O’Mahoney’s Subcon- 
mittee on Investment of the Joint 
Committee on the Economic Re- 
port called witnesses to aid them 
in seeking methods on encourag- 
ing the use of capital (whether 


equity or not) to aid small 
business. 
Life insurance’ executives 


pointed out how their business was 
aiding small business. Leroy A 
Lincoln, Metropolitan Life presi- 
dent, told the Subcommittee that 
his company will accept 90 per 
cent of loans to small business if | 
local banks would accept and ser-| 
vice 10 per cent of the loans. 

Mr. Lincoln cited the Metropoli- | 
tan’s own investments and their 
diversification as an example of 
how thoroughly life insurance 
funds tend to support all seg- 
ments of the economy. 


A NO APTITUDE TESTS 


3 


frills .. . just pure business in contracting new agents. 


- favig VU. Wade 
STANDARD LIFE INSURANCE CO. of IND. 


INDIANAPOLIS. INDIANA 
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not on whether he knows Hannibal crossed the Alps on elephants or 


whether the elephants crossed the Alps on Hannibal. No fuss... no 


Ilinois 


Missouri 





GENERAL AGENCIES OPEN IN Arkansas * Arizona 
Indiana Kentucky 


New Mexico 


Standard Life judges a prospective agent on his character and reputation, 


Florida 
Michigor 
West Virginie 


Maryland 


Pennsylvania * Texas 


Lovisiana 
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“We have no hard and fast rule 
as to what constitutes either the 
minimum or maximum investment 
we will make,” he declared. “The 
minimum is best illustrated by the 
fact that we have over 39,000 sepa- 
rate loans in the city mortgage and 
farm mortgage fields in amounts 
less than $5,000 each. In the secu- 
rities field, as of Dec. 31, 1948, we 
held 131 bond and stock invest- 
ments under $500,000 and 107 more 
between $500,000 and $1,000,000. 
The typical small loans in this field 
have ranged from the financing 
of independent telephone com- 
panies to various segments of in- 
dustry, such as small iron and 
steel, food, building materials, de- 
partment store and textile com- 
panies.” 

Devereux C. Josephs, president 
of New York Life, told the Sub- 
committee that his company was 
particularly concerned about two 
by-products of recent Government 
policy. “The first of these has to 
do with the maintenance of .low 
interest rates. Life insurance com- 
panies receive savings from the 
most prudent section of our Ameri- 
can society. 

“Although the volume of sav- 
ings channeled through life insur- 
ance has been relatively stable in 
the past,” he warned that “this 
constructive institution of life in- 
surance can be destroyed it the 
rewards of thrift become unattrac- 
tive. Yet it has been the firm pol- 
icy of the Government to keep in- 
terest rates down in order that the 


COMPLETE PERSONAL 
INSURANCE COVERAGE 


» REIN 
REPUBLIC NATIONAL 


LIFE INSURANCE 
COMPANY 


THEO. P. BEASLEY, President 
TEXAS 


DALLAS 











Government may refund and bor- 
row cheaply. The by-product effect 
is to make life insurance less at- 
tractive. Since such large savings 
for private needs come from this 
source, we are deeply concerned 
lest this important contribution to 
our economic system be curtailed. 

“Our second concern,” Mr. Jo- 
sephs continued, “has to do with 





ASSISTANT: Rear Admiral Ger- 

ald A. Eubank (retired) was 

named to the newly created post 

of special assistant to President 

Carrol M. Shanks of the Pruden- 

tial Insurance Company of 
America. 





inflation. The reserves of life in- 
surance companies stem from the 
patient accumulation of the thrifty 
element of our population. That 
element is seriously disturbed be- 
cause of the decreasing purchas- 
ing power of the sums which they 
have laid aside in the past and the 
possibility of even a more serious 
debasement of the sums which 
they are putting aside now. We 
have a duty to speak for them 
when their interests are so seri- 
ously affected. Unbalanced budg- 
ets may be caused by unavoidable 
costs of Government for which we 
have not levied on ourselves suffi- 
cient taxes or by establishing new 
social benefits for which we are 
not yet willing to pay. The infla- 
tionary effects of these budgetary 
deficits is a by-product of national 
policy which may destroy part of 
the purchasing power of the sav- 
ings of our policyholders and tl. 
payments made to their benefi- 
ciaries.” 


Life Investments 


Donald B. Woodward, second 
vice-president of The Mutual Life, 
presented a brief summary of the 
operations of the life insurance 
business in the American economy, 
with special reference to invest- 
ment. 

Mr. Woodward stated that the 
total assets of all life insurance 
companies amounted to $55.6 bil- 
lion at the end of 1948. About 27 
per cent of these funds, he said, 
are invested in U. S. Government 











income groups. 


Daniet J. Watsn 





President 





Fifty 


As a Combination Company we are privileged to 
offer the benefits of life insurance protection to all 


After a half-century of service, the even distribution 
of our insurance account—50.2% Ordinary and 49.8% 
Weekly Premium—reflects the uniform success of 
Home Life agents in capitalizing upon the opportuni- 
ties afforded by a universal market for their services. 


Bernarp L. Connor 


Exec. Vice-Pres. and Secretary 


the Home| ire 


INSURANCE CO. OF AMERICA 
EXECUTIVE OFFICES - PHILADELPHIA PA. 


Fifty 











Carat H. Anperson 





Treasurer 
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obligations; another 18 per cent 
are in public utility investments; 
17 per cent in industrial holdings, 
and 20 per cent in mortgages. 


Major Factors 


Robert B. Patrick, financial vice- 
president of Bankers Life Com- 
pany, Des Moines, Iowa, testified 
that there are three major factors 
involved in the asserted shortage 
of equity funds, as follows: 

1. The periodic reluctance of 


the market to absorb equity offer- 
ings except at a substantial dis- 
count. The facts are that the only 
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opportunity for raising substan- 
tial amounts of equity capital for 
new and untried industries comes 
in a strongly advancing stock 
market. 

2. The wide disparity in the cost 
of acquiring new funds by stock 
issues as against debt financing or 
earnings retained by a company, 
as well as questions of dilution of 
management’s equity in an enter- 
prise. 

3. Credit problems posed by rel- 
atively new and untried busi- 
nesses, differences in management 
ability, and all the other factors 


bearing on whether an enterprise 
will prosper or fail. 

Dwight L. Clarke, president of 
Occidental Life of California, de- 
clared that “in all the agitation to 
broaden the field for venture capi- 
tal via life insurance funds, there 
has usually been the _ implied 
thought that there is not enough 
capital available for new enter- 


prises, the development of new 


processes, and so on. I question 
whether any of these critics really 
seriously propose that our busi- 


ness should embark even modestly | 


on the financing of new and un- 
tried undertakings, large or small. 

“The record of private enter- 
prise shows too high a mortality 
among newly formed  corpora- 
tions.” 


WOMEN 
(Concluded from Page 33) 


her car is a far cry—and a pleasant 
one—from the not so distant past 
when, in order to see prospects, 
she hopped many a street car and 
wore out many a leather sole. 


Her production figures for 1948 | 


were over $151,000 and, as she 
puts it, she has practically fur- 
nished her home with contest win- 
nings. Mrs. Brown considers 
people within her own age group 
as her best prospects. However, 
many of these, she ruefully ad- 
mits, are not insurable. So, says 
she, you dig. 

Besides belonging to the Denver 
Life Underwriters Association, 
Mrs. Brown teaches Sunday School 
and takes an active part in civic 
affairs. She not only enjoys what 
she does, civic-wise, but feels that 
getting around is essential to her, 
business-wise. “After all, people 
don’t hunt you up.” 


Mrs. Brown feels a definite kin- 
ship with business girls and de- 
lights in selling them her com- 
pany’s income protection plan 
with hospitalization and surgical 
benefits. That particular policy is 
her first love; she bought it her- 
self before she entered the busi- 
ness. 


Looking back over the past four 
years, Mrs. Brown finds that the 
life insurance business has been 
darned good to her, financially and 
otherwise. Her enthusiasm for the 
job itself has increased rather 
than diminished; she has made 
many friends; and, best of all, she 
has received many an appreciative 
“Thank you” for services ren- 
dered. 
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. Along ily Streets 


BY W. EUGENE ROESCH 


SEATTLE: Not long ago I came 
across an interesting coincidence 
in this Washington municipality 
where Toke Point oysters are to be 
had; where barbecued Alaska king 
crab is no novelty; where razor 
clams are available in season; and 
where “Chioppino” is a delicious 
stew of many kinds of seafood 
blended together. It seems that, 
not too many years ago, M. W. 
Goggins and Walter B. Lehmkuhl 
were friends in Nebraska. Mr. 
Goggins was located at Lincoln 
and Mr. Lehmkuhl was in Omaha 
Thus, they were then some sixty 
miles apart. Now, in Seattle, they 
are about three doorways apart. 








Mr. Goggins is secretary of the 
big Olympic National Life at 914 
Second Avenue, and Mr. Lehmkuhl 
is vice president and secretary of 
the relatively new Family Life at 
920 Second Avenue. It will be re- 
called that Mr. Lehmkuhl joined 
the Family Life about July of 1949 
with an insurance background 
that began with the Nebraska In- 
surance Department and .carried 
along through 11 years with the 
American Reserve Life of Omaha 
and five years as secretary of the 
Guarantee Mutual Life of Omaha. 
Since I had met both of them dur- 
ing their days in Nebraska, it was 
a pleasure to see them again—and 
within such comfortable lunching- 
distance of each other. Calling on 
the officers of the Federal Old 
Line Life in Seattle, I found that 
company making progress to the 
tune of $2,000,000 in assets; 15,000 
policyholders; and about $26,000,- 
000 of life insurance in force. Con- 
sidering the fact that it is operat- 
ing only in Washington; has had 
plenty of problems to surmount; 
and is about 10 years old, it is doing 
well. Differences with the State 
insurance department have all 
been amicably settled. In fact, 
on July 8, 1949, Insurance Commis- 
sioner William A. Sullivan and the 


Field Editor, The Spectator 


company issued a joint statement 
in which it was said that “The 
parties by their agreement have 
been able to reconcile differences 
in points of view which gave rise 


to the litigation which is now con- 
cluded. The Commissioner stated 
that the officials of the company 
are to be congratulated for their 
cooperation and efforts to promote 
the interests of policyholders of 
their company and the insuring 
public.” When I talked with Chair- 
man J. R. Cissna of the Federal 
Old Line he radiated optimism and 
the belief that the company can 
now go ahead with intensive agen- 
cy training plans and the devel- 
opment of business aggressively 
throughout Washington. 
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$ D. YOUR PROSPECTS still ask 


; for the Income Disability clause in 
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their life insurance? 


Ours do. And we still write it—the 
old-fashioned kind! 


Our disability clause protects men 
to age 60 and women to age 55. It 
pays $10 monthly disability income 
to age 60 and $5 monthly thereafter. 


Waiting period only four months. 


And we issue on Term plans, too! 


ccidental Life 


INSURANCE COMPANY of CALIFORNIA 


V. H. JENKINS, Senior Vice President 


“WE PAY AGENTS LIFETIME RENEWALS...THEY LAST AS LONG AS YOU DO” 
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Prudential 


HE Prudential Insurance Com- 

pany of America, Newark, an- 
nounces new return of premium 
juvenile policies which are now 
available for issue in New York 
State. These policies may be writ- 
ten for larger ultimate amounts 
than are presently available under 
the graded benefit policies at ages 
0-4 and the level benefit policies at 
ages 5-9. 

Under these policies, if the child 
dies before the policy anniversary 
on which he would have attained 
age 10 nearest birthday, the death 
benefit will equal the total pre- 
miums paid, with 3 per cent com- 
pound interest. In event of his 
death on or after such anniversary, 
the policies provide for payment of 
the face amount of insurance. The 
premium return benefit will not in- 
clude any extra premiums paid for 
the applicant’s waiver of premium 
benefit or for the accidental means 
death benefit. However, if the ac- 
cidental means death benefit, which 
may be applied for at ages 5 and 
over, is included in the policy, it 
will be in immediate benefit for the 
full amount thereof. 

These policies may be used only 
where the individual circumstances 
do not permit the writing of a cur- 
rent graded benefit or level benefit 
policy. Thus, these return of pre- 
mium policies are available at age 
0-4 where there is previous insur- 
ance in force on the child or where 
an ultimate amount of more than 
$1,000 is desired. Where there is 


not previous insurance, a graded 
benefit policy must be applied for, 
as well as a return of premium pol- 
icy for the excess over $1,000. These 
policies also are available at ages 
5-9 where an ultimate amount of 
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more than $5,000 (including any 
previous insurance) is desired. At 
ages 5-9 only the amount in excess 
of $5,000 may be written on the 
return of premium basis. 

These policies may be offered only 
on the 20 payment life and whole 
life paid-up at 65 plans. The mini- 
mum amount for which these poli- 
cies may be written is $1,000, while 
the maximum amount of Prudential 
insurance which may be written 
(including both graded and level 
benefit policies and return of pre- 
mium policies) at ages 0-9 is 
$50,000. 

The Prudential also announces 
lower premium rates for 5, 10 and 
15 year term policies. Furthermore, 
the earliest insuring age on the 5 
year plan is now 17, the same as 
for the other term policies. Com- 
paring the old and new rates, the 
greatest reduction has been made 
in the rates on the 10 and 15 year 
plans. As a factor in arriving at 
these lower rates, it has been neces- 
sary to establish $5,000 as the mini- 
mum amount of insurance which 
may be issued on any of these term 
plans. 

The new rates are effective imme- 
diately. Any policies previously 
issued but not yet paid for which 
are returned for redating will be 
reissued at the new rates, subject 
to the usual placing period rules. 
In all cases previously issued and 
paid for, the old rates apply un- 
changed. 

As mentioned above, the $5,000 
minimum amount heretofore applic- 
able to 5 year term policies is being 
extended to 10 and 15 year term. 
No further application for less than 
$5,000 will be considered unless the 
application and medical examina- 
tion or non-medical declaration are 


completed on or before August 14, 
1949, and received at the home office 
not later than August 25, 1949. The 
new rates will apply to such cases 
as well as to those for $5,000 or 
more. 


Connecticut General 


The Connecticut General Life, 
Hartford, announces some _ under- 
writing changes. The maximum 
amounts the company will consider 
on any one life, including any in- 
surance in force, is increased ac- 
cording to the following schedule. 
Issuance of the full amount depends 
upon the ability to obtain necessary 
reinsurance. 


Standard Risks—Medical Basis Annual 


Premium Forms 


Term and 
Life and Term 

Age Endowment Riders (1) 
0-5 100,000 (2) ~— a... ae 
6-20 150,000 (2) 75,000 
21-25 200,000 100,000 
26-50 300,000 (3) 150,000 
51-55 200,000 100,000 
56-60 150,000 75,000 
61-65 100,000 j= = = sasecs 


(1) In addition to the regular 
term plans, this includes Mortgage 
Protection, Family Income, Family 
Maintenance, Double Protection, 
and Continuous Installment cover- 
age for gross amounts. When there 
is prior insurance, these plans can- 
not be considered if they will cause 
total insurance in the Connecticut 
General to exceed the amounts in 
this column. No term coverage is 
issued below age 15 or over age 60. 

(2) Subject to further limita- 
tions in New York State. 

(3) Maximum issue in the case 
of insurance income policies: $200,- 
000. 

The maximum amount of single 
premium life insurance which will 
be considered is the amount shown 
in the following table, less any pre- 
vious insurance in force in the Con- 
necticut General — single premium 
and annual premium insurance com- 
bined. 


Age Amount 
5-20 75,000 
21-25 100,000 
26-50 150,000 
51-55 100,000 
56-60 75,000 
61-65 50,000 
66-70 25,000 


The amount of substandard which 
will now be issued grades from 
$150,000 down depending on the 
rating required and the age of the 
applicant. 

Premium waiver disability will, 
in eligible cases, now be issued on 
as much as $150,000 of life insur- 
ance, including any prior insurance 
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INDEX TO CONTRACT 
INFORMATION - 


AETNA LIFE 
Nov., 1948, Pg. 63. Jan., 1949, Pg. 64. 
AMERICAN NATIONAL LIFE 
Sept., 1948, Pg. 6 
ATLANTIC LIFE 
April, 1949, Pg. 62. 
BANKERS LIFE, IOWA 
Oct., 1948, Pg. 94. Jan., 1949, Pg. 64. 


BERKSHIRE LIFE 
Dec., 1949, Pg. 39. 
BOSTON MUTUAL 
Dec., 1948, Pg. 63. 
BUSINESS MEN' 4 ASSURANCE 
July, 1948, Pg. 6 
CANADA LIFE 
July, 1948, Pg. 62. Sept., 1949, Pg. 44. 
COLONIAL LIFE 
Feb., 1949, Pg. 63. 
COLUMBIAN NATIONAL 
Feb., 1949, Pg. 63. Aug., 
COLUMBUS MUTUAL 
Dec., 1949, Pg. 38. 
CONFEDERATION LIFE 
June, 1949, Pg. 63. 
CONNECTICUT GENERAL LIFE 
July, 1948, Pg. 63. Jan., 1949, Pg. 63. 
Dec., 1949, Pg. 38. 
CONNECTICUT MUTUAL 
Dec., 1948, Pg. 63. Jan., 1949, Pg. 63. 
April, 1949, Pg. 62. Aug., 1949, Pg. 48. 
EQUITABLE LIFE OF IOWA 
Sept., 1948, Pg. 63. Dec., 1948, Pg. 63. 
EQUITABLE LIFE ASSURANCE SOCIETY 
Nov., 1948, Pg. 63. May, 1949, Pg. 64. 


FIDELITY MUTUAL LIFE 
Sept., 1948, Pg. 62. June, 1949, Pg. 63. 
Dec., 1949, Pg. 36 


FIDELITY UNION LIFE 
Nov., 1948, Pg. 62. 


GEORGE a yr aaa LIFE 


1949, Pg. 46. 


Jan., 1949 
GREAT SOUTHERN LIFE 
Aug., 1948, Pg. 


GREAT-WEST LIFE 
March. tote. i ~~ 1948, Pg. 63. 
arc 
June, 1949, Pg. 6 +: - mm, a, ™ 
GUARANTEE MUTUAL LIFE 
Aug., 1948, Pg. 63. Sept., 1948, Pg. 64. 
Nov., 1948, Pg. 64. 
GUARDIAN LIFE OF AMERICA 
Oct., 1948, Pg. 94. Dec., 1948, Pg. 63. 


HOME LIFE, NEW YORK CITY 


Oct., 1948, Pg. 94. Feb., 1949, Pg. 64. Aug., 


1949, Pg. 46. 
INDIANAPOLIS LIFE 
May, 1949, Pg. 64. 
JEFFERSON STANDARD LIFE 
Aug., 1948, Pg. 63. Jan., 1949, Pg. 64. 


JOHN HANCOCK MUTUAL LIFE 
Oct., 1948, Pg. 95. Sept., 1949, Pg. 44. 


LIFE OF GEORGIA 
Sept., 1948, Pg. 63. 
LOYAL PROTECTIVE LIFE 
June, 1949, Pg. 63. 


MANHATTAN LIFE 
May, 1949, Pg. 63. June, 1949, Pg. 62. Sept., 
1949. Pg. 45. Dec., 1949, Pg. 36. , 


* UU 


MANUFACTURERS LIFE 
July, 1948, Pg. 

MASSACHUSETTS "MUTUAL LIFE 
July, 1948, Pg. 62. Oct., 1948, Pg. 94 
Dec., 1948, Pg. 62. Sept., 1949, Pg. 44. 

MINNESOTA MUTUAL LIFE 
Nov., 1948, Pg. 64 

MUTUAL BENEFIT LIFE 
July, 1948, Pg. 63. Dec., 1948, Pg. 63. 


MUTUAL LIFE OF NEW YORK 
June, 1949, Pg. 62. Aug., 1949, Pg. 46. 


MUTUAL SAVINGS LIFE 
Sept., 1948, Pg. 64. 
MUTUAL TRUST LIFE 
March, 1949, Pg. 64. 
NATIONAL SERVICE LIFE INSURANCE 
July, 1948, Pg. 62. 
NEW ENGLAND MUTUAL 
Sept., 1948, Pg. 62. Dec., 1948, Pg. 62. 
NEW YORK LIFE 
Dec., 1948, Pg. 62. 
NORTHERN LIFE 
Feb., 1949, Pg. 64. 
NORTHWESTERN peerens. LIFE 
Nov., 1948, Pg. 6 
OCCIDENTAL LIFE OF CALIFORNIA 
Sept., 1948, Pg. 63. 
PACIFIC MUTUAL LIFE 
Nov, 1948, Pg. 62. Dec., 1949, Pg. 39. 


PENN MUTUAL LIFE 
Dec., 1948, Pg. 62. 
PHOENIX MUTUAL 
May, 1949, Pg. 63. 
PILOT LIFE 
Nov., 1948, Pg. 62. 
POSTAL LIFE 
March, 1949, Pg. 63. 
PROVIDENT MUTUAL 
Dec., 1948, Pg. 63. 
PRUDENTIAL 
July, 1948, Pg. 62. Aug., 1948, Pg. 63. 
Sept., 1948, Pg. 62. Dec., 1948, Pg. 62. 
Feb., 1949, Pg. 64. Dec., 1949, Pg. 37. 
RELIANCE LIFE 
Feb., 1949, Pg. 63. 
REPUBLIC en. LIFE 
Sept., 1948, Pg. 
SECURITY MUTUAL LIFE 
Nov., 1948, Pg. 63. June, 1949, Pg. 62. 
STANDARD OF OREGON 
Sept., 1948, Pg. 63. Nov., 
June, 1949, Pg. 63. Dec., 
STATE MUTUAL LIFE 
April, 1949, Pg. 62. June, 1949, Pg. 62. 


SUN LIFE OF CANADA 
Aug., 1949, Pg. 46. 
TRAVELERS 
May, 1949, Pg. 63. 
UNION MUTUAL LIFE 
Oct., 1948, Pg. 95. Dec., 1948, Pg. 64. 
June, 1949, Pg. 64. 
UNITED LIFE oo ACCIDENT 
Dec., 1949, Pg. 39. 
UNITED STATES Ss 
Oct., 1948, Pg. 
WASHINGTON NATIONAL 
Aug., 1949, Pg. 46 
WEST COAST LIFE 
Sept., 1949, Pg. 44. 


WESTERN AND. or thea LIFE 
March, 1949, Pg. 


1948, Pg. 61. 
1949, Pg. 39. 


NAOT HM HH 


in the company with disability. The 
total amount of premium to be 
Waived annually on insurance in the 
Connecticut General in event of dis- 
ability of any individual must not 
exceed $10,000. 

The present age and amount 
limits on pension trust and salary 
allotment business will be con- 
tinued. In the future, regular non- 
medical may be written at ages 0-14 


on the juvenile application form, 
and at ages 15-35 inclusive on the 
regular non-medical application for 
a maximum of $5,000. 

The maximum amount of $5,000 
includes any previous type of non- 
medical insurance in the Connecti- 
cut General and non-medical cannot 
be written if it will cause the total 
insurance on applicant to exceed 
$50,000. 


Occidental Life 

The Occidental Life of California 
announces a completely new line of 
accident and sickness policies. The 
principal features and changes in 
the accident and sickness line are: 

(1) Insuring clause has_ been 
changed to stipulate accidental bod- 
ily injuries. 

(2) The accident medical expense 
benefit has been increased 50 per 
cent and is retroactive to all policy- 
holders who have this coverage at 
no additional cost. 

(3) The optional feature of the 
disbursement clause in the new ac- 
cident coverage has been broadened. 

(4) Liberalized air travel cover- 
ing world-wide passenger travel 
and certain types of private plane 
coverage formerly issued by Occi- 
dental in rider form has been made 
a basic part of all the new accident 
policies. 

(5) A new and liberalized surgi- 
cal schedule has been developed. 

In all the new accident and sick- 
ness policy forms, the insuring 
clause of the accident coverages has 
been changed from “bodily injuries 
effected through accidental means” 
to “accidental bodily injuries.” 

The accident medical expense 
limits have been increased 50 per 
cent in the new policy forms and 
without any increase in premium. 
An important feature of this lib- 
eralization is that it is retroactive 
to policies in force which contain 
an accident medical expense benefit. 

A broadened optional benefit in 
the case of double dismemberments 
is incorporated in all the new acci- 
dent coverage of those policies pro- 
viding unlimited indemnity for total 
disability from bodily injury. If a 
policyholder, suffering the loss by 
accident of both hands, both feet or 
the sight of both eyes, elects to 
take a lifetime income and dies be- 
fore he has received in monthly pay- 
ments an amount equal to the lump 
sum payment he could have elected 
to receive, the difference between 
the amount of monthly indemnity 
he did receive and the lump sum 
which he could have elected to re- 
ceive, is paid at death. 

Completely new family and in- 
dividual hospital polices have been 
developed. These policies can be 
issued for as much as $10 per day 
for men, women and children. Mis- 
cellaneous hospital expenses are 
payable up to 10 times the daily 
benefit. The pregnancy, childbirth 
and miscarriage benefits of this 
policy provide an aggregate amount 
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equal to 10 times the daily benefit 
for expenses incurred when con- 
fined in a legally operating hospital 
or for employment of a registered 
graduate nurse, after the policy has 
been maintained in force for 10 
months. An out-patient indemnity 
of $20 is paid for hospital treatment 
not requiring hospital confinement. 

None of Occidental’s new 
dent and sickness policies provide 
for less than one year non-house 
confining sickness benefit. One form 
provides a two-year non-house con- 
fining benefit. Another form pro- 
vides a one-year benefit for total 
disability from sickness but if the 
total disability continues after one 
year and is house confining, benefits 
are paid for an unlimited period of 
such house confining total disability 
from sickness. 


accl- 


Aetna Life 


The Aetna Life, Hartford, has 
adopted a new scale of dividends to 
be payable in 1950 to participating 
policyholders. The new dividends 
in the ordinary department will re- 
quire an appropriation of approxi- 
mately $2,865,000. This amount is 
8 per cent higher than would have 


been required under the dividend 








scale in effect this year and it is 
20 per cent higher than would have 
been required under the dividend 
seale in effect in 1948. 


West Coast Life 


West Coast Life, San Francisco, 
announces a new preferred risk 
whole life participating policy to be 
issued to select lives from ages 15 


to 65. The minimum amount writ- 
ten under the contract will be 
$5,000. 


In order to make the benefit more 
flexible the company has made two 
revisions in its family income 
riders. One makes it possible to add 
the rider to a portion of the face 
of the basic policy instead of re- 
quiring its application to the full 
face. 

The other is the inclusion of a 
conversion privilege which permits 
the conversion without evidence of 
insurability within the premium 
paying period as of the attained age 
and date for an amount not in ex- 
cess of the commuted value of the 
family income at the time of conver- 
sion. 

This conversion privilege is made 
retroactive to all previously issued 
family income riders. 
























ANNIVERSARY : George Willard 
Smith is now serving his twenti- 
eth year as president of the New 
England Mutual. The anniver-. 
sary was celebrated by a dinner 
in the main ballroom of Boston's 
Hotel Statler and was attended 
by 1000 members of the home 


office staff and representatives of | 


the company’s nationwide field 
organization. 
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and_ Beneficiaries 
September 5, 1894 . 


| for their benefit . 

number 102,000 and 
force is over $208,000,000 
State Life offers 
Opportunities—with 
and up-to-date training 


aX Ww 





| 
| Fifty-Sixth Year of 
| Dependable Service | 


| * The State Life Insurance Company 
| has paid $166,000,000 to Policyowners 
since organization 
. . The Company 
also holds over $72,000, 000 in Assets 
. . Policies in force 
Insurance in 


General 
liberal 

and 
facilities—for those qualified. 


contract, 


THE STATE LIFE 
INSURANCE COMPANY 
Indianapolis, Indiana 


A MuTwaAt Lecat Reserve Company Founpep 1894 


R THE LAST HALF 
| 


innovations. 


. The 
Agency 


service 


| 
| 
} 


OF THE CENTURY 


The first half of the 20th Century saw buggy 
whips replaced by piston rings, travelers soar 
into the air, the passing of button shoes, bustles, 


and coal oil lamps . . . 


It also witnessed an amazing advancement of 
Life Insurance in America, to the point where 
the majority of American people now rely on 
Life Insurance as the very foundation of their 
future security. 

We move into the second half of the century 
dedicated to greater service to the self-reliant 


American public. 


The NATIONAL LIFE AND 
ACCIDENT IN 


and countless other 





cECOlu 











LIFE AND 7 
ACCIDENT Cc. R. CLEMENTS, Provident} 
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COUNSEL 
(Concluded from Page 30) 


others authorization may be found 
implicit in the statute authorizing 
the acquisition of income-produc- 
ing property. 

In addition to discussing the 
basic legal questions involved the 
speaker reviewed those provisions 
which are peculiar to transactions 
involving acquisition by lease and 
subletting as distinguished from 
purchase-leaseback transactions. 


THE LIFE INSURANCE POLICY IN 
THE PROBATE COURT 


Vincent V. R. Booth, Counsel, New 
England Mutual 


Mr. Booth’s paper was a con- 
tinuation of a study begun in a 
paper presented to an earlier As- 
sociation meeting which had dealt 
primarily with the treatment of 
policies in the administration of 
estates of persons who were in- 
sured or who owned policies on 
the lives of others. The current 
paper covered first, the power of 
a guardian to elect an optional 
method of settlement of policy 


LIFE OF GEORGIA...z7 
4) 





“We Dare Defend Our Rights”... 


is Alabama’s state motto. For 58 years we have helped 
Alabamians detend their right to have personal se- 
curity and economic independence. Among our first 
policies were those issued to Anniston residents in 
1892. Today 400 Life of Georgia tolks ... Alabama 
. are serving the people ot Alabama. 


LOB, surance Comparey- 
eo / GEOL @TA 


citizens .. 


WORTH CAROLINA 


proceeds payable to the ward, and 
then considered the powers and 
duties of guardians in connection 
with policies owned by the ward, 
including the right to change the 
beneficiary provisions, effect a pol- 
icy loan or surrender the policy. 

Also discussed was the right of 
a guardian or other fiduciary to 
invest in life insurance with an 
analysis of state statutes author- 
izing such action. The paper in- 
cluded a draft of an article of a 
will or trust specifically author- 
izing such investment. It con- 
cluded with a consideration of the 
treatment of life insurance pol- 
icies in divorce property settle- 
ment agreements. 


COMMENTS ON DIRECT 
PLACEMENTS 


Haughton Bell, Assistant General 
Counsel, Mutual Life of New York 


Mr. Bell took issue with the 
critics of directly negotiated loans 
by institutional investors on three 
major counts: 

Directly negotiated loans, he 
pointed out, provide only a small 
part of the total capital used by 
corporations, and there is “little 


to be a factor in the investment market, to 
take advantage of sound investment oppor- 


policyholders like it. 





THE OLD RELIABLE - SINCE 1891 ¢€ 





HOME OFFICE = 


ATLANTA 





Ask your investment executive. He'll tell you 
that investment is a problem today, on a low 
interest market. That's why we think Ameri- 
can United is in an ideal situation. Big 
enough (over 80 million dollars of assets—- 
over 400 million dollars of insurance in force) 


tunities, to safely diversify its investments. 
Yet, we are spared the headaches of having 
to invest huge sums, things being what they 
are today. How big is big? We think Ameri- 
ean United is just the right size, about 61th 
in a list of over 500 insurance companies. Big 
enough for the advantages of bigness, small 
enough for the personal touch. And we never 
want to lose that personal touch. Agents and 


AMERICAN UNITED LIFE INSURANCE COMPANY 
Home Office, Fall Creek Parkway at Meridian St. 


INDIANAPOLIS, INDIANA 


likelihood” that they will displace 
public offerings. 

In their lending operations, he 
declared, Life insurance firms are 
interested only in making “pru- 
dent” loans of “other people’s 
money,” and have no predisposi- 
tion to interfere in the manage- 
ment of borrowing firms. 

Moreover, he maintained, in any 
corporate financing the borrower, 
rather than the lender, is the “mov- 
ing party” and in a position “to 
choose the course it will follow 
to get the money it needs.” The 
supply of investment funds is now 
such that there is keen competition 
on the part of lenders to serve 
borrowers’ needs. 


“Believe It or Not” 


At the close of the formal pro- 
gram of the second day’s session, 
a number of prominent Life insur- 
ance attorneys enlivened the meet- 
ing by five-minute talks recount- 
ing some unique legal point or 
unusual circumstance of interest 
to Life insurance lawyers. Because 
of the “believe it or not” character 
of the talks, they were most enter- 
taining—and in some cases very 
informing—to the audience. 
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TAXES 
(Concluded from Page 35) 


ment only by surviving the earlier 
to occur of the decedent’s death or 
the son attaining age 30, and since 


the decedent’s death in fact oc- 
curred first. 
(6) The decedent transferred 


property in trust providing for the 
accumulation of the income during 
his life, and at his death to pay 
the entire fund to his children or 
their issue. His wife was given 
the unrestricted power to alter, 








The Finest in 


HOSPITAL 
EXPENSE 
COVERAGE 


Non-Assessable 


Pays up to 100 or 
365 days 


Non-Cancellable 
Provision Optional 


Educators 

MUTUAL INSURANCE 

COMPANY 
Lancaster 


Penna. 























amend, or revoke the trust. The 
wife survived the decedent and did 
not in fact exercise her power dur- 
ing the decedent’s lifetime. Under 
the last sentence of section 811 
(c) (3) the transfer is not taxable 
since possession or enjoyment of 
the property was obtainable dur- 
ing the decedent’s life through the 
exercise of the wife’s power, which 
was a power of appointment as de- 
fined in section 811 (f) (2) of the 
code, and was in fact exercisable 
immediately prior to the decedent’s 
death. 


Refunds 

In the case of reversionary inter- 
ests under transfers made prior to 
Oct. 7, 1949, provision is made for 
the refund of any taxes overpaid 
where no closing agreement or 
compromise has been entered into 
with the Treasury Department, but 
such claim must be found within 
one year from the date of the en- 
actment of this new legislation. 


WASHINGTON 


(Concluded from Page 29) 


making the birth rate at 24.1 per 
1000 population. . . . Final figures 
for 1948 reveal a total of 3,535,068 
live births for the year. 

Marshall Plan dollars will pay for 
the purchase of $3,525,000 worth of 
medicinal and pharmaceutical prep- 
arations which will help fight dis- 
ease in France, according to the 
Economic Cooperation Administra- 
ee. « s a Among the items to be 
purchased are streptomycin, aureo- 
mycin and chloromycetin. 

As part of its new, intensive 
drive against cancer, FSA is dis- 
tributing copies of seven new infor- 
mation booklets. . .. One, “Cancer: 





past experience to 





WANTED 
HOME OFFICE AGENCY MAN 


Eastern company writing ordinary and industrial 
insurance looking for man capable of directing 
agency and home office operations of progressive 
life insurance company. Age 35-45. Send data on 


BOX 90, THE SPECTATOR 


56th & Chestnut Sts., Phila., 39, Pa. 








46—THE SPECTATOR, January, 1950 


What to Know; What to do About 
it,” advises people to (1) know can- 
cer symptoms, (2) see a doctor 
when any of the symptoms are no- 
ticed, and (3) have a complete 


physical check-up at least once aq | 


year. The entire series, dealing 
with the breast, mouth and respira- 


tory tract, female reproductive or. { 
genito-uri- | 


gans, digestive 
nary tract and 
purchased from 
Printing Office, 
. %. 


trace, 
skin, may be 
the Government 
Washington 25, 





SUPERIOR 
SERVICE 


on Group Insurance 


Through our wide variety of 
group plans alert employers 
are provided opportunity to 
make available to their 
employees low-cost life insur- 
ance, retirement annuities, 
hospital and surgical insur- 
ance, and accident and 
sickness benefits. 

Life of Virginia was a pioneer 
in making group services 
available to firms having as 
few as twenty-five employees 
(state laws permitting). These 
services are offered on the 
same rate basis as larger cases. 


LIFE 


Insurance Company 


of 
VIRGINIA 


Established 1871 
Richmond, Va. 


Robert £. Henley, President 
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Divorced Wife Not a Widow 


[here should not be much doubt that a divorced 
wife is not a widow within the meaning of the Nationa! 
Service Life Insurance Act, but the United States 
Court of Appeals recently was called upon to rule offi- 
cially on the question. Perhaps the thing that com- 
plicated the case a little was the fact that the insured 
died twenty-one days after his wife obtained the 
divorce, and the divorce decree prohibited remarriage 
within sixty days. 

However, the divorce decree was final when granted. 
The sixty day prohibition against remarriage was in- 
cidental thereto. Or, to put it in the words of the 
U. S. Court of Appeals: “As we understand the applic- 
able Alabama law, the decree of divorce completely and 
finally dissolved the bonds of matrimony between 
appellant and insured as of the date it was rendered, 
insofar as the responsibilities and duties incident to 
their marriage relationship was concerned, the only 
restriction being the prohibition against remarriage 
until sixty days after the divorce decree was rendered. 
While the Alabama Supreme Court has held a divorce 
decree inoperative for the duration of this statutory 
waiting period, we think it clear from the decisions 
that this rule was applied as a matter of public policy 
solely to the prohibition against remarriage, and is not 
applicable here as to suspend the dissolution of the 
marriage relationship as between the parties during 
the sixty-day period, nor does it alter the fact that at 
the insured’s death appellant was not his widow.” 

(Schurink v. United States, U. S. Court of Appeals 
for the fifth Circuit, November 18, 1949) 


Illiteracy During Application 

In the Hudson County (New Jersey), District Court 
& case was being tried involving a life policy and an 
insured who could neither read nor sign her name. 
The insured was Domenica Ciampoli and her husband, 
Joseph, was the designated beneficiary. Her daughter 
testified that the insured did not want the policy, but 
the company’s agent “kept pestering her all the time”; 
that she was present when her mother affixed her “X”’ 
to the application; that the agent did not ask he) 
mother any questions other than her age and weight 
and that, specifically, he did not read the questions 
which inquired whether she had any disease of the gall 
bladder or had been confined to a hospital. The agent 


was not a witness but his assistant testified that he 
was present when the insured put her “X” on the 
application and that the agent had asked her the dis- 
puted questions and the insured had said “No.” There 
did not seem to be any dispute but that the insured 
had had a gall bladder condition and had been hospital- 
ized. After the policy was issued she died and the 
company refused payment because of the alleged mis- 
satements in the application. 

At the close of the testimony, the company moved 
for a directed verdict in its favor on the ground that 
the insured’s signature on the application created a 
“conclusive presumption” that she had read or under- 
stood and assented to its terms and there was, there- 
fore, a misrepresentation of material facts. The Dis- 
trict Court denied the motion, the case went to the 
jury and the jury found in favor of the beneficiary. 
The company appealed on the ground that the District 
Court should have granted its motion and not let the 
case go to the jury. 

The Superior Court upheld the District Court, say- 
ing: “While our Courts have generally applied the 
doctrine that a person who signs an instrument is 
legally presumed to be aware of its contents and bound 
thereby (see Williston, Contracts (Rev. Ed. 1936) 
#35) they have, under appropriate circumstances, rec- 
ognized exceptions thereto. Thus, in Stramke v. George 
A. Raker & Co. 109 N. J. Eq. 176, 179 (Ch. 1931), Vice 
Chancellor Bigelow stated that, “Inability to read 
raises an exception to the rule that one will not ordi- 
narily be permitted to prove that he did not under- 
stand what appears above his signature.” See also 
F. S. T. Corp. v. Oronato, 139 N. J. Eq. 195, 199 (Ch. 
1947). In Hahn v. Metropolitan Life Insurance Com- 
pany, 116 N.J.L. 126, 130 (E. & A. 1936) the Court 
of Errors and Appeals in dealing with an insurance 
application by an insured who, certain testimony indi- 
cated, could not read, write or understand the English 
language, sustained a jury verdict for the plaintiff 
beneficiary, pointing out, in the course of its opinion, 
that if the questions in the application “were not 
asked, it follows that there could not have been 
answers made by the insured and therefore there 
could be no representation.” And in Janosik v. Metro- 


politan Life Ins. Co., 99 N.J.L. 279 (E. & A. 1923) the. 


same Court in dealing with an application by an in- 
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DOWN TO CASES 
(Concluded from Page 47) 


sured who was “ignorant of English” stated that it 
was for the jury to decide whether he had been misled 
as to its contents. 

We have determined that, under the cited cases, the 
district Court was justified in rejecting the defen- 
dant’s motion that the case be withdrawn from the 
jury on the ground that the application contained ma- 
terially false representations which the insured was 
conclusively presumed to have made. In reaching this 
conclusion, weight has been given to the fact that the 
jury could properly find from the evidence that the 
insured was illiterate, the application on its face so 
indicated, she did not request the policy but signed 
the application because of the persistence of the de- 
fendant’s agent, none of the pertinent questions were 
ever asked, and although the answers had, at some 
time, been inserted by the agent they were never 
called to the insured’s attention. 

(Ciampoli v. The Prudential Ins. Co., New Jersey 
Superior Court, Appellate Division, November 2, 1949) 


Waiver of Insured’s Incomplete Answer 


In his application the insured failed to answer prop- 
erly some of the medica! questions, and neglected also 
to state whether he had consulted a physician during 
the preceding ten years. The company accepted the 
application and, without further clarification, issued 
a policy. By express provision, the policy made the 
application a part of it and provided that all state- 


Two Partners Survived 


George C. Howard, Penn Mutual General Agent 
at San Diego: 


“In this case of partnership insurance there were 
three partners, one aged in his fifties, the other two 
in their thirties. The older was an experienced con- 
tractor, and the other two supplied the capital. 


“During the eldest man’s long illness and ab- 
sence, the younger partners, through inexperience, 
lost money and at the time he died the firm was on 
the verge of bankruptcy. 


“The proceeds of his policy, payable to the sur- 
vivors, immediately became a sufficient sum of 
ready cash to temporarily satisfy the creditors of 
the firm and permit the survivors to reorganize and 
continue the business, which today is most profit- 
able. I have always been particularly proud of the 
part life insurance had in assisting in the ultimate 
future success of the surviving partners in the 
business.” 


The PENN MUTUAL 
LIFE INSURANCE COMPANY 


Independence Square, Philadelphia 
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ments made by or on behalf of the insured should, iy 
the absence of fraud, be deemed representations and) ki 
not warranties. The application, signed by the in. 
sured, recited that all statements, answers and repre. a] 
sentations contained therein was true, complete, and / <a 
correctly recorded and that no material circumstances 
or information had been withheld or omitted concern- 
ing the past or present state of health of the insured, ' 
The policy was dated July 4, 1946. The insured died 
on May 31, 1947, of coronary occlusion. : 
Actually, the insured had consulted three physicians § 
during the ten year period. Claim was made under the} 
policy and the company refused payment, whereupon 
suit was brought by the beneficiary. The company 
pleaded, in its answer, that in the application the in- 
sured falsely stated that he was free from disease, | 
was in sound health, and had not consulted a physician 
or been under medical care for the ten year period; 
that at the time of the delivery of the policy and for 
some time prior thereto, the insured was not in good 
health; and that during the ten year period he had 
consulted four physicians including a heart specialist. 


o 











Both parties moved the court for summary judg- 
ment. The beneficiary submitted affidavits from 
doctors including an affidavit from the physician who 
conducted the physical examination of the insured in 
connection with the application. He stated in sub —_ 
stance that in his opinion, the insured was in excellent 
health and had no grave or serious ailment and was 
free from any ailment which seriously affects the gen- 
eral soundness or healthfulness of the system. No aff- 
davit of the heart specialist was submitted by either 
party. The Court entered summary judgment for the 
company and the beneficiary appealed. 

The U. S. Court of Appeals reversed the lower court, 
stating the rule of law as follows: 

“The record makes it clear that the action of the | 
court in entering summary judgment for the defendant 
was predicated upon the conclusion that false answers 
were given to certain questions in the application for 
the policy and that therefore the plaintiff could not 
recover. It is the law in Colorado that a false state- 
ment of fact material to the risk contained in the ap ; 
plication will void the policy, whether the misrepresen- | 
tation be the result of intention or of mistake, and 
whether made in good faith or otherwise. German Life 
Insurance Co. v. Klein, 25 Colo. App. 326, 137 Pac. 73: 
North American Life Insurance Co. of Chicago t 
Korrey, 113 Colo. 359, 157 Pac. (2d) 149. But it is | 
also the well recognized rule that where an application 
for a policy of insurance discloses upon its face that 
a question is incompletely or imperfectly answered, 
or is not answered at all, the acceptance of the appli- 
cation and the issuance of the policy without request 
for clarification or completion of the application con- 
stitutes a waiver of the incompleteness or imperfec- 
tion of the answer, or the failure to answer at all, and 
renders such condition of the application immate- 
ee 

(Johnson v. State Farm Life Insurance Company. 
U. S. Court of Appeals, Tenth Circuit, July 14, 1949.) 
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BUSINESS REPORT: Each year the fieldmen of the Business 
Men’s Assurance Co. dedicate their November sales efforts to 
the Company’s Chairman and Founder, W. T. Grant (shown tion. Mr. Pierce, who has been 


studying results of campaign) whose birthday falls on Novem- 
ber 30. This year also marked the fortieth anniversary of the 
Company. Pictured with Mr. Grant are Miss Pat Callahan and 


Mrs. Betty Horn of the office staff. 


APPOINTMENT: Frederick M. 


Pierce is the new associate direc- 





tor of company relations for the 
Agency Management  Associa- 


an assistant director in the divi- 
sion for the past year, will assist 
Lewis W. S. Chapman, director. 











IN FORCE 





And here are the 2 BIG reasons why Anico has 
reached 2 Billions in its first 45 years while 


the average age of the other Billion Dollar or 
more companies is 80 years. 


l An outstandingly able field force 
equipped with... 

2 An outstanding contract plus policies 
and sales tools that enable its represen- 


tatives to realize the fullest measure of 


success, 


Anico offers great career possibilities— 


You Grou Training Program. Liberal Contract. 

With Ani Competitive Policies. Successful Sales 
4nico 

Aids. And a chance to grow with a 


bie and progressive organization. 


AMBRACAN NATIONAL 
* Juesance Company 


W.L. MOODY. JR. PRESIDENT GALVESTON, TEXAS 


er ee) 


ANICO Representa 
tives Are ANICO'S 
\ Best Advertisements 









They know they have 
* contract second to 
none 






They know their poli- 
sare leaders in 





wm ~ = 


OVER 2 BILLIONS OF LIFE INSURANCE IN FORCE 





A philosophy 
that works... 


The continuing advancement of the essential 
interests of its field underwriters is fundamental 
in Equitable Life of Iowa operations. 

Scientific selection, progressive and thought- 
fully planned training, and an amplitude of field 
tested sales aids, are integral parts of a develop- 
ment program the merit of which has become 
more apparent annually. 

As a natural result, Equitable of Iowa field un- 
derwriters are noted for the effectiveness of their 
services and held in ever-increasing esteem by 
prospects and policyholders. 














EQUITABLE 
LIFE of IOWA 


Founded in 1867 in Des Moines 
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CONFERENCE 
(Concluded from Page 24) 


posed laws and rulings were ar- 
ranged. 

And, as in the past, current news 
and information on Conference ac- 
tivities was reported in the weekly 
News Letter. Public Relations ac- 
tivities of Conference companies 
and other public and employee 
relations news of interest to insur- 
ance companies were outlined in 
the Public Relations Bulletin. 

The Annual Meeting of the Con- 
ference was the most successful in 
the organization’s history. Nearly 
400 accident and health insurance 
executives from all over the coun- 
try attended the three-day meeting 
in Chicago in May and heard in- 


formative discussions from leaders 
in the insurance, business and 
political fields. 

The old year rushes by and the 
new year in just beginning. One 
does not realize the swiftness of 
time until the year’s accomplish- 
ments are added up side by side. 
What will this new decade bring 
to our relatively young industry? 
Ten short years ago accident and 
health insurance was still the 
“baby” of the insurance family 
but now it has taken its place 
among the rest of its brothers with 
forthright vigor and determina- 
tion. Probably one of the most 
promising fields of development is 
the medical care coverage, espe- 
cially that to cover the long range 
type of sickness. Time is needed 
to develop some experience on this 








type of business from both an un- 
derwriting and claim standpoint 
but I believe that the accident and 
health industry can provide a 
worthwhile and definite service to 
the people of our country in de- 
veloping medical care coverage. 
The advocates of compulsory medi- 
cal care insurance are still strong 
in their opposition to any type of 
voluntary insurance program and 
will not stop until the American 
public has definitely decided that 
compulsion is not the answer. We 
have perhaps two or three years in 
which to prove our point and | 
know the point can be proved, but 
it requires the cooperation of all 
insurance people from the home 
office record clerk to the president, 
as well as trade and allied insur- 
ance groups. 








WOODWARD and FONDILLER, Inc. 


Consulting Actuaries 
Insurance Accountants 


90 John Street, New York 
Telephone BArclay 7-3428 





HUGGINS & COMPANY 


Consulting Actuaries & 
Insurance Accountants 
Architects Building, 117 S. 17th Street 


Philadelphia 3, Pa. 
TELEPHONE LOCUST 4-1122 








DONALD F. CAMPBELL, JR. 


Consulting Actuary and Certified Public 
Accountant 
188 West Randolph Street Chicago 1, Il. 
Telephone State 1336 
Successor to Donald F. Campbell and Donald F. 
Campbell, Jr., consulting actuaries and accountants. 











Frank E. Gerry Frank F. Savage 


MILES M. DAWSON & SON 


Consulting Actuaries 


100 Boylston Street 
Boston 16, Mass. 


500—5th Ave. 
New York 18, N. Y. 








HAIGHT, DAVIS & HAIGHT, Inc. 


Consulting Actuaries 
ARTHUR M. HAIGHT, President 


INDIANAPOLIS OMAHA 





GEORGE B. BUCK 


ACTUARY 


Specializing in Employees’ 
Benefit and Pension Funds 


150 NASSAU ST. NEW YORK 














FRANK M. SPEAKMAN 


Consulting Actuary 


Associate 


E. P. HIGGINS 
PHILADELPHIA 


THE BOURSE 











Woodward, Ryan, Sharp and Davis 
Consulting Actuaries 


41 Park Row, New York 
Telephone BArclay 7-4443-4 














THe LIFE INSURANCE YEAR BOOK 
1000 pages of basic statistics of the life insurance 
business. Published by THE SPECTATOR. 
. 
For 78 years the most quoted book 
in life insurance. 














Established 1865 by David Parks Fackler 


FACKLER & COMPANY 


Consulting Actuaries 


Audits Calculations Consultants 
Examinations Valuations 
8 WEST 40TH STREET NEW YORK 
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